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WORLD'S END 
UPTON SINCLAIR 
Viking Press $3.00 


Unlike several of his previous works, this 
novel is thoroughly readable and enjoyable. 
Written around the munitions makers and the 
1914 World War, considerable study has been 
given to the historic side of the picture. Euro- 
pean events and personalities are see through 
Americans living abroad. 


»9»e«« 


AMERICAN PRESIDENCY 
HAROLD J. LASKI 
Harper Brothers $2.50 


An English author very carefully, and rather 
lengthily, analyzes the office of the American 
president, which is ‘‘both more and less than 
a king: both more and less than a prime minis- 
ter’’. Naturally, reforms are recommended, 
and strong presidents with greater powers are 
his answer for future freedom and well being 
of the common man. 


»»e«« 


GOVERNMENT AND ECONOMIC 
LIFE, Vol. 2 

LYON, ABRAMSON & ASSOCIATES 
Brookings Institution $3.50 


Whereas Vol. 1 treated the general relation- 
ship of the government to business and industry 
as a whole, this volume deals with government 
regulation of specific industries, special occas- 
sions when government action is far-reaching, 
and direct government production and distribu- 
tion of income. 

»»e«« 


MOBILIZING CIVILIAN AMERICA 
HAROLD J. TOBIN and PERCY W. BIDWELL 
Council on Foreign Relations $2.75 


The importance of industrial and civilian 
mobilization is stated by Major Gen. Frank R. 
McCoy, U. S. A., retired—‘‘probably 75 per 
cent of our national effort in a new war would 
be civilan, and that only about 25 per cent or 
even less might be embraced in the operations 
and activities of soldiers and sailors.’’ Authors 
carefully and studiously analyze the World War 
experiences and present day plans for industrial 
and military conscription, censorship, produc- 
tion and price control, government operation of 
public utilities, and taxation of war profits. 
Complete text of 1939 Mobilization Plan. 


»»”»e<«c<¢ 


COUNTRY SQUIRE IN 
THE WHITE HOUSE 
JOHN T. FLYNN 

Doubleday, Doran $1.00 


Although this is not a Republican campaign 
book, it tears Roosevelt apart in campaign style 
painting him as a non-too-scholarly nor success- 
ful business man having no fundamental political 
philosophy, but is an agreeable and impulsive 
country squire desiring to have his own way 
and be liked by other people. 


»»e«c<¢ 


HUNGARIAN ECONOMIC 
YEAR BOOK 
DR. GUSTAV GRATZ, ed. 
Columbia University Press $2.00 

Hungary’s future political significance makes 
this volume of economic and commercial devel- 
opments a very valuable source book. 
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These books may be ordered. from The 
Magazine of Wall Street book department 
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SOUND JUDGMENT... 
In the Face of World-Shaking Events 


This is the time 


A* momentous developments continue to take place 

abroad—and as U. S. defense plans are put into full 
force ... excess profits tax program evolved .. . a new 
approach to investing becomes necessary ... based on the 
readjustments that business and industry must make under 
these unprecedented circumstances. 
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the guidance ... fact reporting . . . the sound and reliable 
conclusions of The Magazine of Wall Street in the 
important months ahead. The combined services available 
to you as a subscriber could not be duplicated for many 
times the price of your subscription. Only the coordinated 
facilities of a great publication like ours—with a 32-year 
background of successful service—can afford to extend 
such value. 


Your Holdings Appraised 
Without Additional Charge 


As a regular subscriber—you can be kept currently in- 
formed on the position of the stock you now hold or think 
of buying, by consulting our Confidenital Inquiry Depart- 
ment. You may request opinions, by wire or mail, on up 
to three listed stocks or bonds at a time ... and in return 
receive without charge—-the impartial advices of our 
analysts in the form of a personally dictated reply fitted to 
your individual needs and objectives. 


Mail the Order Form Below—Today! 








Hein 


THE MAGAZINE OF WALL STREET, 90 Broad Street, New York 


[1] Enclosed find my remittance of $7.50 for which enter my subscription to The Maga- 
zine of Wall Street for one year—-including a specimen copy of ADJUSTABLE 
STOCK RATINGS—112 page “Pocket Statistician” rating 1542 listed securities— 
and Continuous Inquiry Privileges for one year. [ Bill me. 


0 I enclose $12.50 for a two-year subscription (52 issues), including all the above 
privileges. (J Bill me. 


ROMS Sori Ned atone tee teen estar ertiour eRe Te ae PRMAEE DBS aisle viet ittie ok 
Canadian Rate: 1 year $8.50—2 years—$14.00 





eovaneenensvaranaeny 


THE MAGAZINE OF WALL STREET 








It’s : 
busines 
years a 
hunting 
to sho 
When 
bought 
market 
dreds o 
doubled 

Some 
now rey 
look lik 
elation 
ket. It 
50% in 
to hold 

The « 
the upt 
tainty t 
Govern 
new pl 








AUGUS' 















Ir’s a funny world. In the last 
business recovery, four and _ five 
years ago, Wall Street spent its time 
hunting for companies in a position 


to show big gains in earnings. 
When found, their stocks were 


bought hand over fist, and the bull 
market was really composed of hun- 
dreds of individual discountings of 
doubled and tripled earnings. 

Some of the same companies are 
now reporting gains that make 1935 
look like a slump, but there is no 
elation over them in the stock mar- 
ket. It seems to require at least a 
50% increase in a quarterly profit 
to hold an issue stationary. 

The direct obstacle now to taking 
the uptrend at face value is the cer- 
tainty that one way or another the 
Government is going to institute a 
new profit-sharing scheme of its 


With Th\e Editors 


The taxes in prospect will be 
the companies 
recoveries—and 


own. 
aimed straight at 
showing the best 
they will hurt. 

In some people’s minds the thing 
is growing absurd. A leading statis- 
tical service has gotten itself into 
such a fog over it that it estimates 
the result after taxes for one com- 
pany at a minus figure, although re- 
sults are actually in the black. A 
deficit caused entirely by taxes on 
income is the ultimate in the way of 
politician’s nightmares. 

But absurd or not, the result of 
the taxes we know are coming is to 
pile another problem on the in- 
vestor’s back. Should he buy the 
stock that promises to show earn- 
ings big enough to outbalance the 
tax? Or the issue assured of steady 
income which will not furnish the 





Or the 


target of a sudden increase? 
receivership railroad that has a long 
way to go before it need worry over 
income taxes? 

Mere familiarity with human na- 
ture is enough to tell us that pre- 
occupation with this aspect of the 
earnings outlook is likely to be over- 
done. It may already have reached 
that stage. Yet with any such ceil- 
ing over profits in coming months 
the big changes in the market will 
be more and more the result of 
fluctuating price-earnings ratios— 
the varying optimism that puts 
stocks up and down with only slight 
regard for the current or past state 
of business. If so, the investor can 
take a hopeful view of things, for 
prices have never been so low in re- 
lation to earnings and the ratio can 
hardly slump a great deal further. 





* * * IN THE NEXT ISSU 


By NorMan 


Timing the Armament Boom 
By LAuRENCE STERN 


No War-Infilation—Why? 


TRUMBULL CARRUTHERS 


Ee. * * 


Today's Opportunity in Bonds and Preferreds 


By J. S. Wiiit1ams 





AUGUST 24, 1940 











THE MAGAZINE OF WALL STREET 


C. G. Wyckorr, Publisher : 


LAURENCE STERN, Managing Editor 





The Trend of Events 


FORTHRIGHT ACCEPTANCE SPEECH ... Wendell 
Willkie’s acceptance speech in the little town of Elwood, 
Ind., was his first major post-nomination test before the 
bar of American public opinion. Seldom, if ever, had 
uncertain and perilous times confronted any candidate 
for high office with a more exacting test. He could have 
straddled. He could have talked like a slick politician. He 
did neither. He expounded his general political phil- 
osophy, and his general approach to the more important 
national and international problems of this nation, with 
admirable frankness and courage. . 

He criticized the Roosevelt Administration where he 
believed criticism was valid, but he held his criticism, as 
he did all of his speech, to a high intellectual plane. 
There were various passages, moreover, which will give 
no comfort at all to either Republican or Democratic re- 
actionaries. 

By endorsing the principle of compulsory, selective ser- 
vice and by taking a stand on foreign policy which closely 
parallels that of Mr. Roosevelt, Mr. Willkie effectively 
removed these vital issues from the field of partisan 
campaign politics so far as he is concerned; and, by doing 
so, he made a major contribution in the interest of na- 
tional unity. 

Whether Mr. Willkie, if elected, can halt or reverse 
the trend of recent years toward “government run every- 


thing” remains to be seen—depending partly on world 
events beyond any President’s control. But millions 
must admire the modest confidence with which he seeks 
a terrifically hard job and the frankness with which he 
warns the people that he cannot promise an easy road— 
in fact, only a hard road—to the domestic strength 
which alone can secure America’s place in a disordered 
and predatory world. Win or lose, Mr. Willkie has got 
off to a good start. 





BILLIONS BEGIN TO ROLL... Spending money for 
national defense is naturally a far more difficult and 
time-consuming process than pouring out Federal funds 
for W. P. A. relief or for a soldiers’ bonus. Consider- 
ing the enormity of the program and the unavoidable 
red tape involved in the functioning of all governmental 
bureaus, agencies and departments, the letting of a total 
of some $2,000,000,000 of defense orders to date is a 
notable accomplishment. 

The billions now beginning to roll out will be a far 
more potent stimulus to general business activity than 
any previous Federal spending since pump-priming came 
into vogue. As far ahead as can be seen, this stimulus 
will be neutralized only in moderate degree by such 
taxes as are contemplated. We are a long way from 
the necessity of taking the “boom” out of armament 
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activity as completely as the British have done by their 
tax and labor controls. 

Meanwhile the almost daily Army and Navy reports 
of individual orders placed show an eye-opening range 
of products involved and enterprises affected. If large 
manufacturers usually get the biggest orders it is evi- 
dently only because they are in a position to fill them 
most promptly and economically. A large majority of 
the firms receiving orders are not nationally known and 
are not listed on any securities exchange. If there is 
any general rule, it is: “each according to his ability.” 
While guns, airplanes, tanks and warships get the head- 
lines, almost every kind of product under the sun is 
being ordered in quantities small or large—from hooks 
and eyes to buckles and clips, from blankets to shaving 
brushes, from feather pillows to goggle lenses, from 
handkerchiefs to hinges and so on ad infinitum. 

If the direct beneficiaries are numerous, the secondary 
beneficiaries are even more so. Since the entire economy 
will be stimulated, even though unevenly, the principle 
of the proposed excess profits tax is not subject to valid 
criticism. The timing and detailed provisions of the 
tax, however, are something else again. As applied to 
1940 earnings it would be something of a misnomer, since 
only a relatively small part of such earnings will derive 
from national defense orders. 


NO WATCHDOG NEEDED ... One of the peculiarities 
of the abnormal times is that in recent months fluctua- 
tions in commodity prices have been largely out of gear 
with the business trend, although less extremely so than 
in the case of stock prices. The last rally highs in both 
Moody’s spot index and the Dow-Jones index of com- 
modity futures were made in early May. Since that 
time industrial production has made a rather large ad- 
vance, but the spot price index has declined about 6 
per cent and the futures index more than 20 per cent. 
Each has recently made new lows for the year. One 
commodity, sugar, has made an all-time low. 

The Bureau of Labor Statistics’ broad wholesale price 
index and its daily index of 28 basic commodities have 
also given up all but a modest proportion of the spurt 
made on outbreak of war last autumn. It is interesting 
to note that import commodities have sagged fully as 
much as domestic commodities. The war may be in- 
flationary in England but not in the United States—at 
least not yet. It appears that Mr. Leon Henderson, 
watchdog on price rises in the armament program, may 
not have much work to do. 


BUSINESS INDEX MODERNIZED .. . Broad revision 
and modernization of the Federal Reserve Board index 
of industrial production is more than a minor statistical 
event. For many years this index has been our most 
widely used measure of economic activity. Yet it was 
never as good a measuring tool as it could have been, 
and in recent years its defects and shortcomings have 
been increasingly criticized. 

Unlike the per capita index of Tue MaGazine oF 
Wary Street, it failed to take account of population 


growth since the base period 1923-1925. The compo- 
nents used over-represented older industries, under-rep- 
resented new ones. It was essentially a production 
index rather than a measure of total business activity. 
Over-weighting of certain volatile industries, notably 
steel, made for fluctuations much sharper than general 
business changes. Finally, certain seasonal adjustments 
were faulty or outmoded. 

The new index takes the years 1936-1939 as the 
“normal” or base period. It adds a number of new com- 
ponents, chief among them being machinery, rayon tex- 
tiles, manufactured foods, chemicals, aircraft and al- 
coholic beverages. By modifying some of the previous 
seasonal adjustments, as well as by inclusion of a number 
of non-durable goods industries, formerly erratic fluc- 
tuations are smoothed out to substantial extent. 

Because the revised index shows 1937 business ac- 
tivity higher than that of 1929—and will show 1940 
business considerably higher than the old index would 
have shown—it will be charged by some that election 
year politics influenced the timing of the change. The 
accusation will carry little weight and even if it were 
true, it would have negligible effect on the political 
fortunes of the two major parties. Voters have a habit 
of measuring their own economic status in terms of 








wholly personal and individual figures—without sea- 
sonal adjustment or any other statistical gadgets. For 


those who use business indexes, the new one leaves little 
to be desired; although it will again become increasingly 
outmoded over a period of years by failing to adjust for 
population growth. 


TRADE PROSPECT ... Well above the level of a year 
ago, consumer purchasing power continues to point up- 
ward as gains in total income payments—especially 
payrolls—outrun modest increases in the cost of living. 
Assuming that war developments do not chill spending 
psychology, the retail trade outlook for the rest of the 
year is good, although with considerable geographical 
variations in the pace of gain. 

A survey of opinion among merchants, made by the 
National Retail Dry Goods Association, shows consensus 
that total trade this autumn will be approximately 
7 per cent higher than a year ago. If realized, this gain 
would lift the Reserve Board index of department store 
sales to an average of approximately 98 for the four 
months September-December, the highest since 1930, 
and comparing with 92 for this period last year. 

It is pertinent to note that this official index of de- 
partment store sales is a very inadequate measure of 
total consumer demand for general merchandise. Among 
the different types of merchandising there have been 
major shifts in competitive position since the ’20’s. In 
terms of percentage of the country’s aggregate trade 
handled, department stores covered by this index have 
lost ground. A more inclusive measure made by the 
Institute of Applied Econometrics showed total con- 
sumer demand for general merchandise recently at a 
level some 11 per cent above the best figure of 1937 and. 
also above the 1929 high. 
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Market Entering New Phase 


The market continues geared almost entirely to war devel- 


opments. 


With the final test of British stamina apparently 


begun and the outcome unpredictable, a high degree of 


caution is warranted in investment and speculative policy. 


Be ALT. 


) past week once again demonstrated how complete- 
ly the stock market is under the spell of war develop- 
ments and how largely meaningless—as long as the fate 
of the British Empire hangs in the balance—are the fac- 
tors which normally shape values in time of peace. 

Technical aspects of the reaction touched off by inten- 
sified German air attacks on England appear no more 
dynamic, up to this writing, than those of preceding 
rallies. That is, as for weeks past, volume remains so low 
that only limited significance can be attached to price 
fluctuations either way. 

It can be argued that the wost contingency of the war 
—increasingly taken into the reckoning of all investors 
and traders ever since France fell—could not be a major 
surprise. It can be reasoned that the market ought not 
to be seriously vulnerable at a time when prices have 
already been drastically deflated, when volume averages 
the lowest in a generation and when almost everybody is 
scared to buy stocks. Certainly the key fact. in the 
supply-demand balance seems to be paucity of demand 
rather than important liquidating pressure. 

Yet the cold fact is that we remain for the present 
in the grip of an almost complete uncertainty as to the 
outcome of the war and its politico-economic repercus- 
sions upon the United States. The possible alterations 
and readjustments in the world that we have known are 
literally staggering in their character and scope. 

Therefore, we say frankly that we find it utterly im- 
possible to arrive at any reasoned opinion as to whether 
average stock prices have or have not already made their 
lows. It appears probable that the ultimate test for 
Great Britain, and for the market, has begun and that 
near-term eventualities will prove of decisive impor- 
tance. As we see it, the only practical course open as 
this is written is to hold all available buying power in 
reserve and to watch with open and opportunist mind 
for such guidance as will be provided by the war news 
on the one hand and by the market’s technical pattern 
on the other hand. 

{t is, of course, possible that the May-June lows will 
hold, on the average, and that a successful test of them, 
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even without decisively favorable war news, would bring 
substantial buying into the market—but this remains to 
be seen. We find it difficult, however, to see a solid 
basis for broad and sustained advance in the absence of 
convincing evidence—as yet—of England’s ability to 
stand up under mounting German assault and to carry 
the war into another year. Should it prove that she can 
do so, unquestionably a handsome market advance is in 
the making. 

Increasingly tight British censorship as regards revela- 
tion of the actual damage done by German bombing has 
further thickened the immediate fog of uncertainty. 
On this side we simply do not know the realities, and 
optimistic generalities voiced by the British officials will 
necessarily be taken with some reserve by those who 
remember how meaningless similar utterances proved tu 
be on previous occasions, notably in the Norwegian 
fiasco, the early fighting in Belgium and France, etc. 

To cite but a single example—by no means the most 
vital—of what the outcome of this war can mean to us, 
take the matter of taxation. We are concerned now 
with the pending excess profits tax bill. Will its early 
enactment put this particular uncertainty out of the 
way, letting investors and business men know where they 
stand? The answer can only be “maybe.” If Germany 
fails to knock out England, thereby removing or lessen- 
ing the implied threat to our fundamental security, the 
pending tax bill at worst would be the last word on taxes 
for some time to come. More likely, it would be aban- 
doned or modified. But what about our tax prospect if 
Germany should win an early victory? 

Under war conditions governmental policy in general 
is on virtually a 24-hour basis, the end of one uncertainty 
merely ushers in another and no tax law is guaranteed to 
be the final one. Both in Great Britain and Canada the 
initial increase in taxes and imposition of new levies 
were followed within a few months by a considerably 
stiffer dose of taxation. We are not by any means pre- 
dicting confiscatory taxes here but merely emphasizing 
our view that the paramount question is the nearby 
course and possible termination of the war. The answer 
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will shape the real tax prospect for us and may largely 
influence the coming Presidential election. In this sense, 
meanwhile, the excess profits tax bill and the political 
campaign are distinctly secondary stock market factors. 

Without at all minimizing the assured stimulation of 
general business activity that will accompany accelerated 


progress of the armament program, the facts as of today 


point to some temporary weakening in the short term 
business outlook; the bond market—which did relatively 
better than the stock market in the rally up to mid-July 
—has been in moderate but persistent reactionary trend 
for the past month; and the representative commodity 
prices indexes show a pattern of descending rally highs 
and reaction lows all the way back to last autumn, with 





new lows established over the past few days both for 
the year and for the entire movement since culmination 
of the initial war advance. 

If sufficiently gradual, decline in commodity prices is 
not incompatible with business prosperity and stock 
market advance—as witness the 1923-1929 period—but 
in this instance price softness evidently reflects both 
nervousness as to the early course of the war and a 
waning belief that the war, even if continued, is likely to 
produce any significant inflation in the United States in 
the face of large supplies actual or potential. 

In summary, all indications suggest that a high degree 
of caution is warranted in investment and trading policy. 
—Monday, August 19. 
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Wide World Photo : 





A British convoy sailing into the sun symbolizes the new terms of war for trade and trade to support the war effort. 


Battle for World Trade Supremacy 


IN ECONOMIC WAR T one : 
HE pessimist, who in 
WE HAVE STRONG \iew of recent German 
WEAPONS FOR DE-_ Military successes sees the 
United States forced to re- 
FENSE AND OFFENSE 


sort to barter and bilateral 
deals in foreign trade, 
needs steadying as much 
as does the optimist, who 
expects that in case of British victory the mere lowering 
of tariff barriers and an urgent need for post-war recon- 
struction will send our foreign trade booming in a man- 
ner similar to the 1919-20 period. 

What we are more likely to have is a jumble of sys- 
tems, in some countries more or less liberal, in others 
collectivist-totalitarian. The result will probably be 
that the area in which international trade or invest- 
ments can flourish will be reduced and that a change 
will be forced upon our foreign trade, affecting not only 
its direction and composition, but also general policies 
under which it is conducted. 

This change may be dictated by the expected redis- 


BY V. L. HOROTH 
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tribution of colonial resources, by creation of new eco- 
nomic ties, by general impoverishment of Europe, and 
undoubtedly by profound social changes also. More- 
over, the new position which we may assume in world 
affairs, as intimated by present efforts at strengthening 
economic and political cooperation of the Western 
Hemisphere countries and by our vast defense program 
at home, is likewise bound to influence our foreign trade 
from now on. 

Our foreign trade is, in fact, already undergoing con- 
siderable change, the disturbing effect of which is hidden 
by the fact that during the first six months of this year 
we accumulated the largest export balance since 1921. 
Through blockades, the intensification of war, and the 
spread of totalitarian economic revolution, we have lost 
our market on the Continent and in the Mediterranean 
region for at least 750 million dollars worth of our 
products. A large portion of these consisted of our surplus 
raw materials and farm products. We have more than 
made up this loss, however, by our increased sale to the 
British Empire and Latin America, which together took 
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nearly 70 per cent of our exports last 
June as compared with about 58 per 
cent in the year 1938. An increas- 
ing proportion of our trade with the 


United States Imports from Western Hemisphere 


British Empire consists of war ma- (All Figures in Millions of Dollars—1 936-38 Average Import Values) 


terials, for which the market may 
nearly disappear after the war. 

As for our trade with Latin Amer- 
ica, the gain was made in products 
which formerly came from Europe 
and it may again be lost when 


tually, our exports of what may be 
: © Coffee... 


called normal peacetime lines to the Newsprint... .. 
British Empire countries and Latin — and molasses. 
ries ave a . . etroleum products. . 
America have declined, and_ the ea” 
market for many of them may be er 
lost permanently as a result of the — 

. Pee 
encou ragement given by the war to Linseed; quebracho 
the exploitation of British Empire Nitrates........ - 

. . . Ni i i i 
resources and to the industrializa- ai sei 
tion of the Dominions and certain Carnauba wax. 
South American countries. 

LC area aeeene Fa 


It is often argued that our foreign 
trade is not an important factor 


1938 
Latin 
20 American 
Latin Exports 
All American Canada Western Potential Outside 
Countries Republics & Others* Hemisphere Source eS. 


Europe reenters the market. Ac- (1) Commodities Already Fully Supplied by Western Hemisphere 


141 135 : 135 100 
107 97 97 ae 
105 104 aed 104 32 
37 22 14 36 281 
30 30 ; 30 6 
45 22 22 44 151 
9 9 a 9 118** 
25 6 19 25 17 
24 23 : 23 44 
10 10 3 10 19 
20 : 20 20 
8 : 7 7 
4 4 : 4 18 
567 382 162 544 786 


businesswise and that its drastic (2) Commodities with Immediate Expansion Possibilities 


contraction would not affect our 


high general standard of living in Sener Senate. 


any serious way. The small pro- Hides and skins. . 
portion that our foreign trade bears Manganese ore. . 
to the domestic volume of business he a 
. ' , Tobacco and cigars. . 

—normally less than 10 per cent— Cottonseed oil... 
and our high degree of natural self- COP: ++ -+-- + ck dal 

ve é Sisal and binder twines . . 
sufficiency—greater on the basis of Aldminiirces::... 
raw materials, manufactures, capital Iron ore... . 
and labor than that of any other Totel 





great power—are given in support 
of this argument. While further de- 


94 Sos 37 37 Canada os 
35 16 Oh 16 Brazil 2 
52 19 3 22 Argentina 48 
9 2 2 Cuba oe 
57 16 1 17 Argentina 85 
34 9 9 Cuba 
? 2 2 Argentina 
37 28 3 31 Chile 70 
17 8 , 8 Mexico 3 
7 2 2 4 Canada 
5 3 3 Chile 
354 105 46 151 213 


‘ay of our foreign trade may not (3 Commodities with Development Possibilities 


endanger our economy as a whole, 


, ° LU Seer 
further loss of exports of our min- a ae 
eral and farm surpluses, such as Cotton (long staple). 
petroleum, cotton and_ tobacco, Peim oll. ...... 3 
‘ 7 Copra and coconut oil. 
would certainly entail costly long- Caines. 
term readjustments on a scale much Platinum 
larger than we have witnessed since ona 
arg é e have essed since ‘aie. 
1933. Vanilla. . 
While we may be highly self-suffi- Coshew nets 
. . <i ; Pork products 
cient in peace-time goods, we are, Whiskey 
nevertheless, dependent upon foreign Manila hemp 
sources of supply for many products 
- ¢ Total. . 


essential for the maintenance of our 
standard of living as well as for na- 
tional defense. Taking as a basis 
the average value of our imports + 
during the three-year period 1936- 


Total imports... .. 


75 1 1 Bolivia 24 
179 1 1 Brazil : 
6 Peru 75 
12 Brazil 
26 Carrib. 
7 1 1 Argentina 
5 1 1 Colombia 
6 1 1 Cuba 
6 Domingo 
3 1 ; 1 Mexico 
4 Haiti 
13 2 2 Canada 
51 20 20 Canada 
6 ? Cuba 
399 6 22 28 99 
2,461 545 380 925 


*—Newfoundland and British, French and Dutch Possessions in the Western Hemisphere. 


Includes other meat products. 





38, amounting to about $2,460,- 
000,000, nearly 20 per cent of this 
amount was represented by the imports of the so-called 
“strategic materials” —rubber, tin, chrome, tungsten, and 
silk, to name the most important ones—materials espe- 
cially important to our national defense and obtained 
almost wholly from foreign sources. Nearly 10 per cent 
of our total imports in the same period consisted of 
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“critical materials” —asbestos, wool, hides and cork, 
which could be partially replaced or eventually obtained 
in adequate quantities from domestic sources. Imports 
of coffee, tea, cocoa, jute, shellac and other tropical prod- 
ucts, which we cannot produce within our own bounda- 
ries but which are not essential from the point of view of 
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national defense, comprised roughly another 20 per cent 
of our imports. Hence, roughly about one-half of our 
1936-38 imports, or about $1,200,000,000, was made up 
of essentials for which we would have to barter if the 
totalitarian economic revolution should sweep triumph- 
antly into power, and if tomorrow’s world, as visualized 
by the Nazi, should comprise several large, more or less 
self-sufficient economic blocs. 

In a predominantly totalitarian world, the present 
liberalist capitalist economy of the United States would 
probably be regarded as “anti-social,” and on that basis 
the debt service on our foreign investments—normally 
helping us to acquire some of the foreign produced es- 
sentials—would be suspended. Moreover, with foreign 
trade regarded as a government monopoly inseparable 
from the conduct of foreign policies, the odds in barter- 
ing would lie with the totalitarian countries, and with 
Germany in particular, since she would have under her 
centralized control all essential sources of supply and 
the manpower of all Continental nations. 

The Nazi-controlled Europe would, therefore, be able 
to barter its manifold manufactured products irrespec- 
tive of costs. She would also be in a stronger bargaining 
position in respect to such raw material producing coun- 
tries as the Latin-American Republics to which her 
economy is more complementary than ours. In such a 
world, if we were not to become pawns, we also would 
have to cartelize our foreign sales under Government 
control. And while this would not necessarily lead to the 
regimentation of our internal business, it would make 
for further centralization of power in our Government. 


Should Germany Conquer 


If the totalitarian revolution should be triumphant, 
the absence of international investments would make 
the post-war reconstruction slower than was the case 
after the World War. Since the distribution of terri- 
torial spoils among the victors would hardly be perma- 
nent and economic blocs themselves scarcely static, the 
“dynamic” totalitarian nations would have to continue 
on the war basis. That would mean—as we have ‘seen 
in the Soviet Union—that the organization of raw ma- 
terials and capital goods production within individual 
blocs would be given preference to the production or 
the replacement of consumers’ goods. The capital neces- 


sary for such reorganization could be obtained only 
through forced savings, so that the consumer would have 
to continue to tighten his belt. In general, the possi- 
bility of more radical revolution would make any inter- 
national investment a poor risk—not to mention the 
possibilities of inflation within individual economic blocs 
and the absence of a common monetary standard. 

Our own bargaining position, nevertheless, would be 
quite strong. In 1936-38, our imports from the Conti- 
nent of Europe (outside of the Soviet Union) and the 
Mediterranean area of Africa and Asia averaged some 
$550,000,000, most of which consisted of textile, chemical 
and foodstuffs specialties, wood and paper products, all 
of which could be either obtained elsewhere or dispensed 
with altogether. The absolute essentials imported from 
the above area—which might constitute an Italo-Ger- 
man dominated economic bloc—were valued at less than 
$30,000,000. As against this, the Continent took an- 
nually during the 1936-38 period, among other products, 
about $150,000,000 worth of our cotton—which would be 
difficult to replace by other growths for many years to 
come—and about $100,000,000 of our petroleum prod- 
ucts. Our bargaining position would be further en- 
hanced by our position as the leading source of capital 
goods exports (machinery and machine tools) for some 
time after the war, as the totalitarian countries might be 
expected to be preoccupied with the industrial reorgan- 
ization of their respective “economic spheres.” 

All the above discussions presuppose a complete vic- 
tory for totalitarian systems, which as now conceived 
could scarcely furnish permanently sound economic 
foundations. Furthermore, they too would have to 
make compromises, as the liberal economic system has 
been doing. We may hear from Hitler’s lieutenants that 
gold must be revalued and free trading exterminated 
because they are the cause of wars. Yet, on the other 
hand, the Nazi Government still shoots people for hav- 
ing gold in their possession, and responsible German 
business leaders claim that barter will be dropped as 
soon as it is feasible. 

Our foreign trade would undergo a considerable change 
even if the British Empire survived the war and if some 
forms of the present international trade and finance were 
preserved. This is because the world in which we lived 
up to 1938 is gone. Should the British repulse Hitler, 
we should expect (1) that the (Please turn to page 599) 
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The Alternatives— 
Convincing Results on Present Basis 
Voluntary Priorities 


Aggressive Cooperation 


BY JOHN C. CRESSWILL 


‘ia United States is sizing up today the 
biggest job in its history. As objectives 
become clearer in terms of actual defense 
needs rather than in billions of dollars, the 
country is going to be offered various expedi- 
ents to get what it wants more effectively. 
Already such well-intentioned and well-bal- 
anced men as Walter Lippmann have come 
out flat-footed for the reasoning that indus- 
try as well as men must be conscripted, that 
the Government must follow England’s 
example, avoid France’s temporizing mis- 
takes, and take over the complete machinery 
of production. 

The argument is that conscription of men 
alone will be futile, since more time is re- 
quired to produce modern armament than 
to train men to use them. It was not always 
this way, and the people may find it hard to see the 
new relationship in timing, but the proof is visible in 
Europe. Conscript industry and wealth and get produc- 
tion geared to a speed never before experienced—or draft 
your men only and let them train with broomsticks and 
wooden anti-aircraft guns. 

That is the argument, and it may gain strength 
enough, if properly presented in Congress, in newspapers, 
and over the radio, to change the United States into a 
totalitarian government while still at peace. Uncle Sam 
might foresake democracy in the attempt to save it. The 
sacrifice may, indeed, be worth while if temporary, but 
before making it there are some facts to be examined 
which at least establish the distinction between our 
problem and the one France failed to solve. 

In the first place, the question is not one of fairness 
between the conscripted soldier and the “unconscripted” 
factory. It is one of national necessity and self-interest, 
to be decided solely on unemotional grounds. Such 
outstanding democracies as Switzerland and Sweden 


Must Industry Be Conscripted? 











Courtesy Inland Steel Co. 


Steel typifies the industrial capacity in which U. S. leads the world. 


have long had compulsory military training, but with- 
out any counterpart of industrial conscription because 
the latter was not necessary. No one in those countries 
raised a question of fairness, although certainly the right 
to do so is not denied in the United States, provided the 
two aspects are considered separately as they should 
be. 

But as a practical matter, there is one fact which we 
have no right to forget and should take more pleasure 
than we do in remembering. That is that the United 
States possesses greater industrial capacity not only 
than Germany or than all of Europe, but than the rest 
of the world lumped together. This was so before the 
war began and it is growing truer with every bomb 
traded between England and her enemies, aimed by 
both sides largely at industrial territories. The Dresdner 
Bank has estimated that in 1929 this country’s output 
of capital goods amounted to 61 per cent, the rest of 
the world to 39 per cent, of the total. Germany in par- 
ticular has made great progress since then, and we have 
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never had a year to equal 1929. However, according to 
the Brookings Institution’s study, “America’s Capacity 
To Produce,” this country had an unused margin of 
mechanical facilities of 20 per cent in 1929, without 
allowance for stepping up production by overtime work 
or extra shifts. 

The assertion that the United States alone equals 
the rest of the world in productive capacity is important 
enough to us today (if true) to justify an attempt to 
verify it from a different approach. The Economist of 
London is responsible for the estimate that production 
of steel ingots in the best year between 1936 and 1938 
reached 135 million metric tons in the entire world. The 
United States accounted for 51.4 million metric tons in 
1937, operating throughout the year at an average of 
72 per cent of rated capacity. In other words, this 
country could have increased its output by roughly 40 
per cent, if necessary, despite the fact that many plants 
find their actual limits below or above the ratings 
assigned them. 


Time Most Essential 


Of all the specific comparisons of industrial capacity, 
steel is one of the most revealing. It marks out the limits 
of performance for many lines which may be several 
steps removed from the steel mill itself. When Ger- 
many, England, Luxemburg and the other steel produc- 
ing nations of Europe were operating at levels well above 
their 1929 peaks, the United States at 72 per cent of 
capacity was turning out only 40 per cent less steel than 
the rest of the world combined. Since then this coun- 
try has enlarged its steel plant and made it considerably 
more efficient; Europe has upset transportation schedules 
internally and with international blockades, to say 
nothing of the interference with supplies of some of 
the most important alloys and the most desirable types 
of iron ores. 

These facts are reassuring as to American ability to 
prepare for defense, yet they appear static at first glance. 
They seem to neglect the time measurement which is 


the all-important one today. After all, we are interested 
in how soon fully as deeply as in how much. In that 
sense it is the trend of capacity and its probable level 
six months or a year from now that should be examined. 
We know that the facilities in man-power, technical 
ability and, generally speaking, plant are abundant. The 
doubt is whether they can do the job in time to accom- 
plish its purpose. 

A general feeling of optimism is not undesirable 
equipment with which to approach the task, and as a 
matter of fact it is probably justified, yet the facts 
are not all rosy. Chairman Robertson of Westinghouse 
Electric has cited his own company’s capabilities as 
typical of most of big industry. “It would be almost a 
year,” he said, “before there would be any great quan- 
tity of finished products coming out. At the end of a 
year we'd be ready for mass production and at the end 
of two years, we'd be going great guns. Just to show 
how long it takes to get ready to make something, we 
have been ordered to get ready to make gun mounts. 
It will require at least four months just to prepare to 
manufacture this item.” 

Mr. Robertson’s estimates of the time necessary before 
Westinghouse could begin to manufacture certain war 
items were: 

Shells—6 to 24 months, according to quantity at- 
tempted. 

Fuse timers for shells—12 to 15 months. 

Gun mounts and other accessories—4 to 24 months. 

Lighting equipment including the recently developed 
radio-controlled seadrome contact lights—some produc- 
tion immediately. 

Generators and motors for aircraft auxiliary power— 
8 to 12 months. 

Radio equipment for military use—6 to 8 months. 

Further testimony from one on the firing line as to 
the time interval necessary before the United States 
‘an get into full production of the war items it undoubt- 
edly possesses the ability to turn out in tremendous 
quantities is furnished by William P. Kirk of Pratt & 
Whitney. Mr. Kirk told Columbia engineering alumni 





U. S. Industrial Strength Compared With World 


British 
Unit Empire 
NOR 5255 aches -cu055659%%4 i 
Tonnage of merchant vessels............Millions of gross tons......... 20.7 
Railways—goods carried . ; ..Billions of ton-kilometers..... 124.9 
Motor vehicles in use, end 1938 SSR ago ph ak «Ure ee 5,783 
Motor car production. . . eee 700 
Crude petroleum production ..Millions of metric tons... .... 6.8 
Coal production ......Millions of metric tons....... 313.2 
Iron ore production... .. ...... Millions of metric tons... ... 10.0 
Steel production........ .. Millions of metric tons....... 16.9 
Copper (smelter) produciicn. .. Thousand metric tons. . .. 469.8 
Lead (smelter) production ...... Thousand metric tons........ 516.7 
Wool production..................... Thousand metric tons........ 820.6 
Wheat production..... ... Millions of quintals...... .. 275.8 
Rye production....... ..Millions of quintals.......... 3.1 
Butter production..................... Thousand metric tons........ 661.0 
Beet and cane sugar (ref. equiv.)........ Millions of quintals.......... 56.7 


Axis Allies 


and Con- Possible World 
quered or European U.S.A. Total 

French Pre-War Threatened Hege- (andde- Outside 

Empire Germany’ Russia Nations (1) mony (2) pendencies) U.S.!A. 
112.0 90.7 174.7 188.9 391.6 145.8 1,995.8 
2.9 4.2 1.7 18.0 25.1 11.9 55.9 
35.1 84.0 356.0 55.9 175.0 525.7 Caveat 

2,461 1,773 694 1,662 5,896 29,212 13,700 
223 364 215 81 668 4,809 1,553 

Sereats 1.2 28.9 15.1 16.3 172.9 106.8 
49.2 200.0 132.9 96.8 346.0 448.4 859.0 
13.3 4.0 14.0 14.6 31.9 37.3 60.7 
7.9 25.0 18.1 12.7 45.6 51.4 83.6 
1.0 70.6 95.5 287.4 359.0 820.3 1,518.7 
67.5 190.0 55.0 233.2 490.7 423.9 1,265.1 
67.1 21.2 142.2 132.4 220.7 207.6 1,572.4 
120.2 78.1 447.7 298.8 497.1 ce 
8.1 108.8 225.5 117.2 234.1 re 
214.7 606.0 242.5 547.5 1,362.5 1,041.8 2,308.2 
10.6 28.0 24.7 40.7 79.3 20.2* 261.4 


Adapted from statistics of The Economist, London. Based on highest annual figures for years 1936, 1937 and 1938. Since peak years differ for various 


countries, slight discrepancies in certain totals are unavoidable. 


(1)—Italy, Spain, Balkans, Turkey, Greece, Poland, Belgium, Denmark, 
Netherlands dependencies. 





Finland, L burg, Netherlands, Norway, Sweden and certain Belgian and 


(2)—Germany, French Empire, Axis Allies and conquered or threatened nations listed in Note (1) above. 
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that the manufacturing phase of the 
national defense program would take 
from a year and a half to two years to 
get in motion. His feeling was that the 
public was being allowed to labor under 
a misapprehension when thinking that 
the automobile industry needed only the 
award of contracts to start turning out 
armored trucks, tanks, airplane engines 
and other military products. In this he 
is completely right. 

Mr. Kirk had one constructive devel- 
opment to hold up as an example for 
the whole defense effort. American in- 
dustry is accustomed to making and 
using fine tools, adaptable for a number 
of purposes and therefore safer as capi- 
tal investments than if highly special- 
ized in the production of single items. 
In an emergency such as this, however, 
the usual requirements’ should be 
changed. The National Defense Ad- 
visory Committee and the National 
Machine Tool Builders Association have 
worked together and agreed upon a 
lathe to make shells which is simple to 
build and requires less experienced labor 
in its operation. 

“Simple single-type lathes have been 
developed for various sizes of shells and 
are ready to be produced by other than 
machine tool builders,” according to Mr. 
Kirk. ‘The idea is that in time of war 
all machine tool builders will be busy 
on their own standard lines, while some 
well-equipped shop, normally making 
other kinds of products, would be avail- 
able for doing this necessary work for 
the Government.” Because aimed at a 
single purpose, as much of our whole 
economy should be today, these ma- 
chines are cheaper, simpler, less bulky 

and turn out a better finished 
product. 


Nevertheless, the number of individual problems like 
this and the scope of the whole undertaking make it 
practically certain that there will be delays. At times 
there will be grounds for discouragement over the way 
bottlenecks develop as fast as they are cleared up. Then 
the cry for conscription of industry will grow louder. 
But there are provisions already made and being refined 
for taking care of the cases where manufacturers can not 
produce the necessary results, as well as for the rare 


attempts to sabotage the program. 


Under existing laws the Government has the authority 
to commandeer any plant, transportation facilities or 
utility which is vital to the defense effort. It can build 
its own plants for manufacture of products which prove 
difficult to get. It can control or prohibit the export 
And under the 
terms of a bill recently presented the President will be 
empowered to take over any machine tools or other 
equipment lying on the docks, ordered by but undeliv- 


of any materials required for defense. 


ered to foreign powers. 
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AND ITS EUROPEAN COMPETITORS 
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GORMOMMN o.oo a ocd tee ods Lvs ee cae nemee tera aaeas $28,534,000,000 
RIGGING o's 5 la oo cence enaaronsneeowoaage 23,672,000,000 
WROD ohne cin scratched dew a sewn en ndeeowanedd nuawead 8,578,000,000 
ORR alo 05-0 6 ocu chore cre abla ws Wacol wim’ mia a le cxeleceraiaral ome w erate 3,804,000,000 
$64,588,000,000 

RUMUNOCE GUNES ooo o%. ceeis co caw deed wine wnwsuswe seuss 69,419,000,000 


Source: National Industrial Conference Board. 1936 figures for Japan; 
others are 1937. 





When bottlenecks occur, such as those in the machine 
tool and aircraft industries, the solution will be a system 
of priorities—not conscription. Leon Henderson of the 
N. D. A. C. has indicated that he believes the situation 
can be handled on a voluntary basis. Here again, the 
Government already has the power to enforce priorities 
but so far there have been no prominent cases where 
compulsion has been necessary. 

The Army and Navy are up against the problem not 
only of deciding upon their requirements in the most 
specific details, but also of constructing a complete time- 
table of deliveries. For example, airplane parts used in 
the first stages of manufacture will have to be delivered 
to the maker before landing gear assemblies. Planes for 
training will be needed by the services long before great 
quantities of combat types. The factory turning out 
shell cases must not get out of synchronization with the 
powder plant operating hundreds of miles away and 
under entirely different management. Labor troubles 
in a key production spot must (Please turn to page 597) 
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Imecrease Your Income Today 


Attractive Yields and Suggested Switches 


BY 


A. THE present time the relationship of the prices of 
good common stocks to earnings and dividends is at a 
record low for a period in which the trend of these factors 
ts not downward. Rarely in a period of expanding busi- 
ness activity, such as has been experienced in recent 
months, have investors been afforded such an ample 
choice of good common stocks yielding a substantial 
dividend return. 

The reasons for this apparent anomaly are well known. 
With the outcome of the European war hanging in the 
balance, with taxes likely to be upped all along the line 
and a national election only two months away, current 
market prices of common stocks are taking very little 
for granted. In the meanwhile, however, many investors 
must consider the very practical matter of employing 
their capital to yield them an adequate income con- 
sistent with the current realities. 

It is a generally accepted principle of investment that 
the fundamental quality of a bond or stock is roughly in 
inverse ratio to the income yield. In other words, the 
higher the yield, the greater the risk. Like any rule of 
thumb, however, this principle must be made the subject 
of numerous qualifications, with it practical application 
limited more or less to certain specific issues. When a 
particular common stock is selling to yield 8 per cent, 
while others of apparently comparable quality and 
background yield 4 or 5 per cent, obviously something 
may be wrong and the high yield should constitute a 


GEORGE W. 


MATHIS 


warning signal. On the other hand, in 1929 when com- 
mon stocks were selling to yield about what high grade 
bonds do at the present time, the low return was 
not indicative of small risk and dependable income—as 
subsequent events so eloquently proved. At the depths 
of the depression in 1932, the average dividend yield on 
200 common stocks was in excess of 10 per cent, while 
the highest grade bonds were selling to vield better than 
5 per cent. 

By the end of 1932, reflecting the reduction and omis- 
sion of dividends, the average yield on 200 common 
stocks, as compiled by Moody’s Investors Service had 
declined to about 6 per cent. Nevertheless, a careful 
selection of common stocks made in mid-1932, with 
particular attention to dividend record and the relative 
stability of revenues and earnings, would have provided 
the investor with a well rounded list of issues which in a 
comparatively brief period would have shown a sub- 
stantial measure of price appreciation. In the mean- 
while, and in fact over the past nine years, there would 
have been the added advantage of uninterrupted and 
liberal dividends. 

The present may well afford another opportunity to 
secure dependable income on an exceptionally attractive 
basis. No attempt is here being made to discount or 
temper the serious implications of impending events, but 
there is ample historical precedent for the statement that 
courage and judgment at times when the outlook has 





Suggested Switches for Increased Income 


From 
Recent Divi- 
Price dend 
Republic Steel....... A ; 16 aoe 
U.S: Biesl.......... 51 2.00(a) 
Crucible Steel. ..... 28 
American Car & Foundry. . 24 eee 
International Harvester......... 42 1.60 
International Business Machines. . . 140 6.00 
pamieeGeee: ...55......2%... ; 16 0.50 
Johns-Manville...... ‘ : 58 0.75(a) 
Timken Roller Bearing... 42 2.00(a) 
i ca ee 50 


To 

Recent Divi- 

Price dend 
Copperweld Steel................. aoe 17 0.60(a) 
GonenlAstots. ... occ cicncceees 46 3.50 
EMR ess Yori rere eae s 28 1.75(a) 
OS oer ee ee 2s 1.80 
ey 42 3.50 
Eastman Kodak.............. ae 125 6.00 
American Machine & Foundry. ...... a 1 0.80 
National Steel.................. phi 57 1.00(2) 
Bower Roller................ soa 33 3.00 
Montgomery Ward...... .............. : 40 2.25(a) 
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seemed least promising have paid 
handsome returns. 

The generous common stock yields 
now obtainable do not, for the most 





Common Stocks for Income 








part, reflect doubts as to the safety so pve Yield 
of indicated dividends. They are ee - 5.00 5.10 
the result of factors already men- hiiiies.....<. 42 2.40 5.71 
tioned, reflected in current prices. Sterling Products... .. 66 3.80 5.16 
For the investor whose primary con- May Department Stores... 48 3.00 6.25 
cern is with a reasonable and depend- Commonivealth Edison...... 30 1.80 6.00 
able income, it would be possible to General Telephone. ..... 18 1.90 .— 
select a group of issues paying divi- United Fruit....... - — = 
dends which are adequately protected Sere... pes pee 
by a good earnings and industrial pinnae om — en 
background. Moreover, many of these pacing 2 pon 
: ne a American Tobacco “B’’... 75 5.00 6.67 
issues represent companies which Pennenastrene aa nae - 0.80 6.67 
could in all probability meet any tte. ...., 29 2.00 6.90 
reasonable increase in taxes without Safeway Stores... .. 44 3.00 6.82 
jeopardizing dividends. Likewise, there Consolidated Edison. .. 28 2.00 7.14 
are numerous companies which, in- Household Finance... 57 4.00 —— 
sofar as can be reasonably seen, would Melville Shoe... .. .. * 7 pa 
be relatively immune from the sudden General Meters. . .. . - — pena 
cessation of the war and a possible Seer SNS: = — irs 
tapering off in our own defense efforts. ee: on — pa 

Si ae nak tis tee expected oil sedi Commercial Credit... ... 31 3.00 9.68 

ee sg age Homestake Mining....... 41 4.50 11.00 

that good dividend-paying | stocks, Commercial lavestment Trest 38 4.00 10.53 
either preferred or common, will fail 
to respond to the trend of securities 
markets as a whole over the months 
ahead. The course of events may be Preferred Stocks for Income 
such that yields may be even more 
generous some weeks ahead. The 

: : ° ‘a Recent Call 
point is, however, that in relation to Price Yield Price 
average standards, dividend yields are Safeway Stores $5 106 4.72 110 
attractive now, and on an income Tidewater Assoc. Oil $4.50. ... 88 5.11 107 
basis, afford inviting investment op- Crane Co. Conv. $5... ” — = 
portunities. Spicer Mfg. A $3..... 54 5.56 57% 

To lend practical significance to this Niagara Hudson Power 1st $5.... 82 6.10 1071/2 
discussion, a compilation of 23 com- ere. we pian be 
mon stock issues, yielding from 5 to coer renee **** yest = pes 
10 per cent accompanies it. All of the a Ai ee joo 
: <e aa Pure Oil $5...... 110 4.55 105 
issues comprising this list have a good National Power & Light $6.. 86 6.98 110 
background of sustained dividends Armour & Co. (Del.) $7... 102 6.86 110 
and would qualify for inclusion in a Butler Bros. $1.50...... 19 7.89 31% 


well rounded investment portfolio 





where the emphasis is on income. 

Another list of suggested switches 
designed primarily for the purpose of enhancing current 
return is also presented. These switches are intended 
to exemplify possible ways for bolstering income. They 
are not all-inclusive, nor is it intended to imply that any 
of the issues switched are lacking in merit. Relative in- 
come possibilities were the motivating consideration in 
each instance. 

Possibilities for increased income are by no means 
limited to common stocks. There is a well diversified 
group of preferred stocks, of medium grade calibre, also 
obtainable at the present time to yield a better-than- 
average return. The best grade non-callable preferred 
stocks to a large extent tend to follow the trend of high 
grade bonds, and at current levels many of these preferred 
stocks are at, or within, striking distance of their his- 
torical highs. Considered switches among such issues 
might prove advantageous. General Motors $5 preferred, 
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for example, now selling around 125 and callable at 120, 
vields only 3.9 per cent. A switch to Safeway Stores $5 
preferred, which is callable at 110 and selling at 106, 
would raise the income yield to 4.7 per cent. Two groups 
of preferred stocks are listed here—one comprised of a 
representative group of low-yielding issues, the other 
made up of issues which appear to have particular merit 
from an income standpoint. It will be noted that with 
the exception of one preferred stock—Pure Oil Co., $5 
dividend—all of the issues are selling below their re- 
demption prices. As the prospects and earnings of the 
companies themselves improve it is but logical to assume 
that the return obtainable from these fixed dividend secu- 
rities will tend to shrink. The redemption values may 
place a ceiling upon the appreciation possibilities of the 
securities but in most instances, an increase to call price 
would mean a substantial profit to be added to income. 
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The Coming Tax Bill 


BY E. 


_- considerations dictated the new excess 
profits tax bill, and the measure contains much potential 
political dynamite which may make trouble in the near 
future. Likewise its economic effects are uncertain and 
some features may prove real handicaps to the defense 
program in spite of the fact that other features are de- 
signed to speed the program. 

There is no good reason for rushing through an excess 
profits tax at this time. If we must have one, and the 
general agreement is that it would be inevitable if we 
get into war or an armament boom, it is better to have 
it on the books in advance so that business can plan 
accordingly. But this very situation is ample reason for 
taking all the time necessary to work out an equitable 
and adequate law. The excuse for haste is that excess 
profits are logically connected with amortization of de- 
fense plants, for which there is real need for speedy 
action, but the real reason is politics. The administra- 
tion figured it would be smart to put through before 
election a law which it could ballyhoo as cracking down 
on business and taking the profits out of rearmament. 
A few months’ careful study by Congress would improve 
the operation of the law but might lessen its political 
usefulness. 

Speed on other features of the bill makes sense, but 
there are political dangers involved. The public is get- 
ting the impression that a thing called amortization is 
standing in the way of adequate preparedness and that 
business has to be bribed, has to be guaranteed a profit, 
before it will turn a wheel. That, of course, is nonsense, 
but it is swell material for a demagogue. What business 
wants is not a guarantee of profit but some assurance it 
will have a chance to get back actual investment in 
armament plants before its income is taken away in 
taxes. The government is asking corporations to spend 
their own or borrowed money building plants and equip- 
ment of little or no value for making non-military goods. 
Normally only a small percentage of capital invested 
in a factory may be charged off each year as deprecia- 
tion and obsolescence deductions from gross income be- 
fore federal taxes apply, but in the case of armament 
plants the orders may stop long before the machinery 
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is worn out, leaving the owners with useless properties. 
The new bill simply says that where military authori- 
ties certify that a plant is necessary for defense the 
owner can deduct 20 per cent of its cost from income— 
if it has that much income—in any year before the in- 
come is subject to taxes. Thus a plant might be paid 
for in five years if defense orders last that long, and 
after that all income is taxed. Business is willing to 
take this much risk of recovering its costs, and this 
feature of the bill will greatly speed up the defense 
program. 

Suspension of the Vinson-Trammell Act is also sen- 
sible but subject to political abuse. This limited naval 
ship and aircraft builders to an ostensibly fair profit but 
in actual practice was unfair and difficult to adminis- 
ter. To treat all contractors alike is sound, but some 
politicians are screaming about removing the bars to 
profiteering. 

The excess profits tax section of the bill applies to 
every corporation in the country, whether or not it gets 
defense contracts. It will not raise much revenue un- 
less we have a boom or inflation—less than $200,000,000 
on 1940 incomes, perhaps double that the next year. 
Presumably it is the last increase in corporation taxes 
for several years (unless there is a war), which means 
that additional revenue will have to be sought elsewhere 
next year. It is necessarily arbitrary and in its present 
form will work severe hardships on some companies, 
particularly young and growing firms, but generally 
speaking it is about as reasonable as such a tax can be. 
Certainly it is better than our 1918-20 excess profits 
law, and much better than what the Treasury tried to 
get Congress to adopt. Its “take” is stiff but not con- 
fiscatory; business can live under it and new capital 
will still be attracted to industry. The average estab- 
lished corporation will pay combined normal and excess 
profits taxes of from 22 to 45 per cent of income, and 
the median may be around 30 or 35 per cent. England 
now takes 100 per cent of income above “normal.” 
From 60 to 90 per cent of U.S. corporations at present 
have incomes so low this tax would not touch them. 

Figuring the excess profits tax is complicated. The 
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net effect, though, will be to offer a corporation the 
choice between a tax based on its invested capital and 
one based on its increase in earnings over the average 
of recent years. It goes without saying that some com- 
panies are certain to be treated unfairly, but that is in- 
evitable under any tax method aimed at “excess” profits 
yet devised. This one should cause no greater number 
of tangles than the tax laws of the World War period, 
which was plenty. 

Under both methods of computing normal carnings 
new capital and borrowed capital are treated differently 
from old and invested capital, and while officials insist 
this will not discourage the flow of new capital into in- 
dustry, some critics think borrowed funds should be 
treated more liberally if we are to have the necessary 
plant expansion. Hardest hit are new and growing 
companies with small or no earnings until now and with 


little capital, which are now beginning to earn sizeable 
incomes; unless the bill is amended to put a ceiling on 
their tax it may exceed 50 per cent of income. Many 
other situations get unfair or inequitable treatment, but 
such a tax must be arbitrary, particularly when rushed 
through with such speed, and this bill is at least an ef- 
fort to give business an even break and to write a tax 
law on the basis of practical economics rather than to 
soak the rich for political purposes. It’s a workable bill, 
and not the one the New Dealers wanted written. 

Chances of its passage are still not clear and they 
therefore stack up about 50-50. The average congress- 
man isn’t very sure what the tax means or how it will 
work; all he knows is that he wants to make sure big 
business is prevented from earning big war profits. 
Votes that are still undecided will settle the fate of the 
bill. possibly within the next few days. 





CAPITO 


Defense spending is estimated by Treasury to total $5 
billion this fiscal vear, though Defense Commission 
hopes to push out the money much faster. ‘Treasury 
will have to borrow $4 to $6 billions from public during 
next 10-12 months. and perhaps close to $10 billion 
during 1941 calendar year—borrow- 
ings unprecedented since World 
War days. Statutory $49 billion 
debt limit will be reached next sum- 


mer, which means next Congress 
will have to increase debt limit 
greatly and also find new revenues. 
Federal sales or transactions tax 
will be considered. but not men- 


tioned, before election. 


Willkie campaign, which had been 
coasting on its convention momen- 
tum, gets another big boost from 
public reaction to his acceptance 
speech but will not reach a fast 
pace before mid-September. Willkic 
will carry brunt of campaign him- 
self and is appealing mainly to in- 
dependent voters by just 
enough but not too much recognition 
to regular Republican organization 
men and conservative former party 
leaders. His chances are now about 
50-50, and election will be swung by 
the power of his compaign and 
events which will happen between now and November. 


earcnves 
giving 


Wide World Photo. 


Conscription is toughest issue politicians have to face. 
Chances are fair some sort of bill will be enacted within 
a month but in limited form, subject to expansion later. 
Congressional delay means not many men can be drafted 
before Christmas. Administration plan was to complete 
registration and first draft in October, which would 
mean public excitement over it would blanket out in- 
terest in the election campaign. 


AUGUST 24, 1940 





L 





Edward J. Noble former Undersecretary 
of Commerce. 


BRIEFS 


Noble's resignation as Undersecretary of Commerce 
means another businessman frustrated in trying to make 
a New Deal agency of value to business. 
Dept. now consists of an absentee head (Hopkins never 
paid much attention to it and is now doing political 
errands for Roosevelt). a handful 
of brain-trusters who have not vet 
evolved a practical idea, and clerks 


Commerce 


doing routine work. Most career 
men have left and morale of the 
rest is nil. Look for Noble to 


aid Willkie and perhaps enter Re- 


publican politics in Connecticut. 


Corporation financing jis speedec| 
up by amendment to S E C law 
eliminating wait of 20 days before 
new be sold. This will 
help flow of capital to industry and 
vive private investors a break by 


Issues Cal 


eliminating need to sell big’ issues 
privately to institutional investors. 
This change will be followed next 
winter by a drive to get further 
liberalizations in S E C procedure. 


New investment trust Jaw also 
aids small investors by — setting 
standards and previding — federal 


regulation for operation of invest- 
ment companies. 


Defense program is moving as fast as should be ex- 
pected but not as fast as New Dealers and large part 
of public anticipated. This could be turned against 
business for political purposes by cry that business 
is stalling through anti-Roosevelt spite. So far Roose- 
velt is giving business men on Defense Commission a 
free hand, much to discomfiture of New Dealers, and he 
probably will do so until election unless he changes his 
present campaign strategy of appearing to make peace 
with business. (Please turn to page 600) 
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Company Backlogs andl Profits 


Mid-Year Unfilled Orders Assure Earnings for Certain Leaders 


BY CYRUS G. Vv. 


A NUMBER of American companies could disband their 


selling staffs today, lock their doors to customers with 
orders in their hands, and continue at record produc- 
tion rates from now until 1942. They are in a sellers’ 


market to such an extent that precedence on their order 


hooks is more important to their customers than any 
questions of price or the usual dickering points. In 
working against time and piled up backlogs, the spread 
between selling and producing is still growing wider. 
The outstanding industry in this respect, of course. is 
aviation. Most of the backlogs shown in the accom- 


WHITE 


that is not only because they are the fastest growing 
of all domestic companies. It is also because they have 
started on the right foot in issuing frequent and definite 
reports of orders on hand. Many a machine tool manu- 
facturer would be on the list if that industry were to 
modernize its reports to stockholders and public as it 
does its machinery. In fairness, however, it must be 
admitted that few lines of business permit such concrete 
reports on uncompleted work. The majority of indus- 
trial companies are not so fortunate as to have orders 
stacked up ahead of them even in the busiest times. 





panying table are from among the aircraft makers, but But where the backlogs are known and the rate of 
deliveries may be deduced 
from recent figures, a dis- 
tinctly helpful clue to fu- 
BUSINESS ON HAND indicated Approximate = ture earnings exists. Par- 
Earnings time required! _ a : 
pershare at first half ticularly in the case. of 
: on mid-year 1940 rate to = cgompanics whose current 
Mid-year Backlogs execute mid- iin, sell Meats wre S 
Order Earnings per Share 1st half Order at recent year unfilled mae ™ nmeied — é 
Backlog 1st half Profit Backlog profit orders considered a windfall is 
(000 omitted) 1939 1940 Margin per Share margins (Months) this true. If worst comes 
to worst and their flow of 
a ee. $23,619 $2.09 $1.47 6.0%; $13.30 $0.80 3 orders ceases suddenly and 
mer. Car & Fdry. 23,591 def. def. Nil 39.36 Nil 8(c) : : : : aclklng 
Baldwin Loco 44,007 — 0.41 1.55(d) 4.1(d) 40.71 1.67 13(d) completely, the backlogs 
Bethlehem Steel. . . 288,521 5.75 6.09 6.0(c) 96.66 5.80(c) 8 now in hand are usually 
Boeing Aircraft. 52,933 def. def. Nil 73.31 Nil 42 secured bv firm contracts 
Con olidated Aircraft 96,870 1.79 (Xx) (x) 169.90 (X) 242 : “7 
Curtiss-Wright (common) 248,669 .39 .68 13.2 28.95(a) 3.82 32 which will guarantee ac- 
cone Aircraft 140,708 4.81 5.65 18.0 234.51 42.25 33" ceptance of deliveries 
rumman Aircraft 8,983 1.85 69 NF 18.67 NF 20(b) F 
. a y > P ’ ) 
Lockheed Aircraft 111,237 ane (x) ites anne pol so against them. M ny of 
Glenn Martin 110,000 3.75 3.92 21.3 100.46 21.40 30 the aircraft companies are 
Newport News Shipblds. 286,462 NE NF NF 358.08 NF NF dealing either with the 
North American Aviation 83,534 2.06 69 17.0 24.31 4.13 34 x : 
Otis Elevator 17,482 1.18 19 13.3 9.74 1.16 ha Government or with other 
aon ree 212,778 3.53 2.34 15.9 80.08 12.73 32 customers who are required 
ultee Aircraft ie 14,495 NF def. Nil 19.33 Nil 118 Furniss : 
a . y oO K assure Se rt 
Westinghouse Electric....... 86,387 5.18 3.68 8.5 33.35 2.83 4, ' furnish egies that 
Wright Aero.............. 141,131 6.24 2.27 11.5 235.22 27.05 37 the contracts will not be 


Deficit. 


NF—Not available. (X)—No interim reports. 
ter oe ‘of billings. 


(c)—Based on rates of last fiscal year. 


(a)—On combined stock. 
(d)—Year to June 30 rate. 


cancelled without 
indemnity. 


Such a 
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’ Bethlehem Steel, with $288,521.000 in orders on 


/ 000,000 in naval orders placed during July, is 











hand at mid-year, not including about $200,- 
in a very special situation. Based on the 1939 
rate of deliveries, these orders could be shipped 
in approximately eight months. Yet 1939 by 
no means represented the capacity of the or- 
ganization, so that one would expect more rapid 
execution in the future. This expectation would 
be wrong, for a very cogent reason. Bethlehem’s 
unfilled orders are now to a large extent con- 
centrated in shipbuilding for the U.S. Navy and 
others. This end of the business constitutes a 
bottleneck which will effectively prevent the ex- 
ecution of all the orders on hand for several 
times the eight-month period indicated by the 
mechanical method of figuring probabilities. 
The situation of U.S. Steel adds some back- 
ground for Bethlehem. Big Steel had orders for 
2,500,000 tons of steel at the end of the first | 
half of 1940, and the company’s capacity is 





MILLION DOLLARS 


slightly above 550,000 tons per week. In other —— BETHLEHEM a 
words, the backlog could have been cleaned up| STEEL 
in little more than a month, considering stecl | | B 

: : : om oe” 
production only. It is reasonable to assume that — | | aw [™so** 
Bethlehem’s position in steel proper is about | | Ps | 
the same and that its backlog of naval orders sain a 7° WE poole 
can under no circumstances be turned into pro- —L ELE 


duction in any such period as eight months. 
That the roughly $96.66 per share of orders 

in Bethlehem’s hands constitutes a potential 

profit of somewhere in the neighborhood of 
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$5.80 a share is, however, more likely to be an 
understatement of the case than otherwise. 
(All estimates of profits, of course, are without allow- 
ance for the effects of current moves toward an excess 
profits tax.) The same thing is true of most of the 
other companies in the table; a rising rate of operations 
in response to growing backlogs permits wider profit 
margins even though labor is worked overtime to achieve 
the necessary speed. 

On the other hand, we know that Glenn Martin can 
not continue to show a profit margin of 21 per cent. 
This was the result of a large proportion of export 
business, on which profit margins are always much more 
generous. As the United States takes over more and 
more of domestic plane making capacity, companies like 
Glenn Martin and North American Aviation will find 
it impossible to equal former percentages, although 
their volume should continue to increase rapidly. 

Another exceptional case in the aircraft field is Con- 
solidated, with orders which at the rates of delivery 
recently in effect would take 20 years to complete. 
Consolidated was engaged in making parts for later de- 
liveries during much of the first half of 1940, and expects 
the latter half of the year to show the results of this 
groundwork. 

Curtiss-Wright had sales of $47,239,000 in the first 
six months of the year, and at this rate would need over 
two and a half years to work off its $248,669,000 June 
30th backlog. However, the company was stepping up 
operations and deliveries throughout the whole period. 
In June its deliveries were $10,000,000—a rate which 
would cut the theoretical time needed to execute un- 
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filled orders down to 25 months. Like the others im its 
field, Curtiss-Wright is expanding facilities constantly 
and should soon demonstrate its ability to produce at 
rates far above any so far shown. 

Both profit margins and rate of deliveries are more 
dependable in cases like that of Westinghouse Electric. 
This company can probably show somewhat better than 
the indicated 81% per cent profit margin and can prob- 
ably step up its operations so that the backlog could be 
cleared up in less than the 445 months shown in the 
table. But if special work of great size should be under- 
taken for the Government in its defense program, this 
would tend to cut both profit: margins and immediate 
speed of delivery. 

Among the most interesting backlogs in industry to- 
day are those of the shipbuilding companies. Figures 
available on Newport News show orders on hand _ of 
$358 a share but give no indication of current speed of 
operations. New York Shipbuilding, however, is known 
to have orders for capacity work until 1951. 

The two aircraft companies which showed losses in 
the first half year both have excellent chances to get 
into the black over the next few months, therefore the 
backlogs of Boeing and Vultee have values of consid- 
erable importance although not assigned any in the 
table. In general it will be found that the column of 
“Indicated Earnings per Share” conservative es- 
timate of what the growing blocks of unfilled orders are 
likely to be worth to the companies so fortunate ag to 
possess them. 


is a 
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Mid-Year Security Appraisal 


; sharp decline and equally 
sharp recovery which took 
place in general business during 
the first half of 1940 have re- 
sulted in a net loss of ground 
as compared with the position 
at the beginning of the year; 
yet industrial activity is now 
well above what has come to 
be accepted as an average level. 
Furthermore, the trend is now 
favorable and Government or- 
ders in connection with the de- 


fense program should be an 
immediate psychological as 


and Forecast 


Part Iil—Merchandising, 
Building Materials, Oils, 
Metals, Miscellaneous Issues. 





Two fundamental factors, the industry and the com- 


any itself, are used to form our ratings. 


The 


etters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


INDUSTRY 

A— Active, further progress indi- 
cated, 

B--Active, further progress may 
e slow 


C—Depressed, prospect for re- 
covery favorable. 


D--Depressed, no nearby im- 
provement indicated. 


COMPANY 
1—Good earning power; sub- 
stantial gains indicated. 


1 
2 p 





vement in i ex- 
pected. 


3—Gain in earning power may 
e slow. 


4-—Earnings outlook unfavor- 
able. 


high rate of business activity 
during the next few months. 

Part III of our Mid-Year 
Security Appraisal is here pre- 
sented, covering the industries 
listed at the top of this page. 
Part II was presented in our 
issue of August 10 and Part I 
in our issue of July 27. 

The tables are accompanied 
by our investment ratings, ex- 
plained in the note to the 
left. Issues with unbroken 
dividend records for ten vears 


well as an eventual practical 
sustaining influence. 


or more are marked — with 
an asterisk. Issues recom- 
mended for safe income are 





Opposed to a sharp climb 
from these levels is the difficulty of 
getting into production on many of 
the armament orders, and the faint 
indications that business may have 
over-estimated the need to hurry 
buying in the last month or two in 
order to insure against a swamping 


of production facilities. Another 
factor causing some doubts is the 
possibility of an early end to the 
T.uropean war, before the U. S. pro- 
gram has taken complete hold. On 
balance, however, the situation and 
the outlook are both favorable to a 


noted with a star. Issues fa- 
vored for cyclical appreciation 
potentialities are marked with a 
dagger symbol, but, of course, tim- 
ing of any purchases should accord 
with advices given in our gencral 
market article, in the forepart of 
cach issue. 





Public Buying 


- purely a volume standpoint, 
the merchandising trade currently 
has little if any grounds for com- 
plaint. Indeed, sales so far this sum- 
mer have shown a_ particularly 
encouraging trend, all things con- 
sidered, the July showing having 
been the best in some years and 
having come upon the heels of an 
especially sharp up-swing in June. 
Department store sales last month, 
as reported by the Federal Reserve 
Board, ran approximately 6% ahead 
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of the same period a year earlier— 
this bemg the best increase for the 
month in at least three years, prior 
to which weekly figures were not 
compiled. 

Of recent weeks the best gains 
have been shown in the major in- 
dustrial areas, such as the Philadel- 
phia, Chicago and Cleveland Fed- 
cral Reserve Districts, a fact that 
is undoubtedly due to the psycho- 
logical impetus that the national 
defense program has given to heavy 


Sustains Merchandising Volume 


industry. Jt is naturally to be as- 
sumed that this factor will prove 
of increasing importance with the 
further passage of time and as the 
defense program gathers momentum. 
It is also quite possible that with 
ihe later diffusion of defense expen- 
ditures through other sectors of the 
economy and parts of the country. 
areas that currently show a_rela- 
tively laggard tendency in retail 
trade will tend to catch up. 

The noteworthy sales gains that 
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weeks 
© are heartening enough in themselves 
but merchandisers find them espe- 
‘cially gratifying for what they por- 
‘tend in the way of maintained con- 


have occurred over recent 


\ sumer purchasing power. It was 
' widely feared only a short while 
© back that the imposition of increased 
© excise taxes on quite a list of com- 
7 modities would have the effect of 
) curtailing public buying. So far, 
nothing of the sort has been scen 
and trade circles are now beginning 
| to hope that they were prematurely 
~ and ill-advisedly pessimistic in the 
matter. 

Chief worry among the general run 
of retail concerns centers about the 

| question of direct taxes—i.e., in- 
creased income taxes and the pros- 
pective enactment of an_ excess 
profits levy. As regards the latter, 
it is pointed out, that present sales 
gains, even should they continue 
unabated, may not be sufficient to 
offset the effects of a larger take by 
the Government. Nor can the prob- 
lem be met by the apparently simple 
expedient of raising prices. The 
buying public has demonstrated on 
numerous occasions in the past that 
it is in full control of the price situa- 
tion and that, when circumstances 
warrant, it is perfectly capable of 
suspending or appreciably curtailing 
its shopping activities. 

Thus, the outlook is for only minor 
price increases this fall, though re- 
tailers are keeping an eagle eye on 
wholesale markets in order to anti- 
cipate any commodity price bulge 
that may develop. Inventories cur- 
rently are at generally low levels 
as a result of a cautious buying 
policy so far this vear and it would 
not be surprising to see a certain 
amount of stocking up in the near 
future. Indeed, something of the 
sort would appear almost a necessity 
in the light of prevailing sales trends 
and entirely apart from the pos- 
sibility of modest price increases in 
certain lines this fall. In the latter 
connection, woolen goods—clothing, 
rugs and blankets—may be affected 
pricewise as a result of Government 
buying. 

Though quite a few concerns in 
the field of retail distribution issue 
earnings statements only once a 
year, indications are that recent op- 
erating gains have been fairly gen- 
eral. Mail orders, department stores 
and the chain outfits, both food and 
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Full Year First Half Divi- Market 
Company 1939 1940 1939 dends Rating COMMENT 
Allied Stores. ...3 $1.26 Ed$0.10 d$0.16 B-3 While prospects are for tely better sales 
and earnings, common dividends are renote. 
American Stores.. 0.89 0.68 0.33 $0.50 B-2 Heavy competition and narrow profit margins 
are restricting pace of recovery. 
Arold Constable.J 1.28 Ed0.10 d0.14 0.50 B-2 Expansion of branch stores and better purch asing 
power should assist second half results. 
Assoc. Dry Goods J 1.36 Ed1.00 d1,12 B-2 Business will be better in last half, but good 1939 
period reduces effect of comparisons. 
+*Best & Co... . J 3.42 1.29 1.18 1.45 B-3 Unfavorable weather hampered first half but last 
half outlook is good. 
Davega Stores.... MO.23 NF d0.16 B-3 Strong competition and higher labor costs may 
limit profits despite probable sales gains. 
Federated Dept. 
Gets. ccs PERO E1.00 d0.04 1.00 B-2 Company should have no difficulty in approxi- 
- mating last year's good earnings. 
* First Natl. Stores. M 3.34 E1.25 1.6¢ 1.8714 B-3 Due to increasing efticiency sales will rise but 
profit margins will be narrower. 
Gimbel es. . 30. 0.23 Ed2.00 d1.72 B-3 With competition strong and profit margins thin , 
satisfactory earnings are unlike y. 
**xGrant, W.T... J 2.92 E0.75 0.50 1.55 B-2 Gains i in sales and profits will be modest but 
_higher prices will limit stocks. 
*Green,H.L.... J 3.51 NF NF 2.00 B-2 Well balenced distribution between rural and 
urban sales promises improved business. 
Interstate Dept. Str. J 0.55 Ed0.50 d0.67 B-2 Company is favored by its locations in highly | in- 
dustrialized areas where incomes are rising. 
*kxJewelTea..... 2.82 E1.40 1.29 1.80 B-3 Maintenance of recent growth rate probable al- 
though profit margins are narrowing. 
**Kresge,S.S.. 1.12 NF NF 0.75 B-2 Sales are modesstely higher but will be penal- 
ized to some extent by decline in profit margin. 
*&Kress,S.H.... 1.93 NF NF 0.70 B-3 Costs are somewhat higher but firm prices will 
prevent sharp drop in earnings. 
“Kroger Grocery... 3.02 1.27 1.25 0.90 B-2 Sales gains will continue although profit margin 
declines may limit earnings expansion. 
Lerner Stores..... J 3.48 E1.30 1.27 1.50 B-2 Selling distinctly luxury goods Lerner is favored 
by rising consumer income. 
Macy, R.H..... 32.36 Ed0.75 d0.24 1.00 B-3 Revised handi thods may help sales 
but narrow profit oro do restrict earnings. 
Marshall Field.... 1.92 0.58 0.30 0.20 B-3 Company continues its recovery and should 
moderately better last year's results 
* ik May Dept. Strs. J 35 58 NF NF 2.25 B-3 Expanded outlets and conservative policies indi- 
cate moderate improvement in earnings. 
McCrory Stores... 1.95 NF NF 0.50 B-3 With locations in industrial centers active, better 
results are likely for this year. 
*kMelvilleShoe.. 2.65 1.34 1.10 1.50 B-2 Rising sales volume has been sufficient to offset 
a good part of higher operating costs. 
tMont’y Ward... J 4.91 E2.00 1.86 2.25 B-2 pot, ~ all stores busy and both classes of custom- 
a Mee ing in buying power, outlook is good. 
*kMurphy,G.C. 6.47 NE NF 2.00 B-2 ae greater sales and modeitly higher 
ie sid Re Palen profits are likely for this year. 
*kNewbery, J.J. 5.44 NF NF 1.20 B-2 Sales are running about 6 per cent above a year 
: P ago and profits are probably higher. 
*iPenney, J.C... 6.48 2.42 2.33 1.50 B-2 With profit margins well maintained, better 
2: ae ee ae __ than 8 per cent higher sales will show in earnings. 
Reliable Stores... 1.18 0.25 d0.26 B-3 Demand for household furnishings in uptrend. 
Ce i A ‘ wary: Earnings improveme woe 
*kSafeway Stores 6.61 2.35 2.96 1.50 B-2 Half year sales, about 6 per cent above a year, 
“ ____ago, will be carried through for the year. 
{Sears, Roebuck.. J 6.60 2.67 2.42 1.50 B-2 C y is ting under favorable condi- 
Peas ee __tions and i promises better than average earnings. 
*Shattuck, F.C G.. 0.45 d0.01 0.09 0.20 B-3 No great gain in earnings is anticipated despite 
hie ee ____ probable increase in sales volume. 
Spiegel, Inc...... 1.02 0.34 0.36 0.45 B-3 Collections are improving and sales mounting as 
2 Res ree et ee ae buying increases. 
**Woolworth. . 3.02 NF NF 1.80 B-3 Domestic business will improve but some writeoft 
of foreign investments may reduce earnings. 
*—Safeincome. + alae siuien, J Meant an period ends January 31 of following year. M— 
Fiscal period ends March 31 of following year. E—Estimated. -+—Plus stock. d—Deficit. *—Unin- 


terrupted dividends over 10-year period. 





variety, all appear to have shared 
in the betterment. 

Volume will hold up well through- 
out the country and will go ahead 





sharply in the districts where de- 
fense spending is concentrated. Profit 
margins should remain reasonably 
good over the near future, at least. 
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Building Volume Points 


: one of the most cer- 
tain consequences of the national de- 


fense program now getting under 
way and promising to continue for 


an indefinite period ahead is a boom 
in heavy industrial construction. 
Directly connected with the coun- 
try’s armament problems are new 
plants that will be required to turn 
out all types of munitions and ord- 
nance to equip the large army 


the production of aircraft 
engines will, of course, have to 
be greatly expanded. There is 
obvious need, also, of materi- 
ally increased facilities for the 
output of armor plate, alum- 
inum, explosives and other 
items. Add to this the expan- 
sion in public utility construec- 
tion budgets that will prob- 
ably be called for and you have 
in sight a total prospective out- 
lay by private industry, aided 
to some extent by Government 
loans, of not far short of $2,- 
000,000,000. 

This is not to suggest that 
all of these funds will go into 
actual construction work in 
the near future. There are a 
number of reasons why the 
boom that seems to be getting 
under way in heavy industrial 
construction will take a con- 
siderable period to develop. An 
immediate stumbling block is 
the still unsettled question of 
plant amortization. There un- 
doubtedly are numerous projects 
that would be going forward at this 
moment were it not for the natural 
hesitancy on the part of business 
managers to sink large sums of 
money in construction which, at the 
end of the current emergency pro- 
gram, will be of little or doubtful 
value. Under the present law and 
until Congress acts on the proposed 
change to a five-year amortization 
basis, a plant may be written off for 
tax purposes over a period of, say, 
20 years; yet no one can be certain 
that many of the plants now planned 
will not be so much deadwood in 


and 
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it is . 
now proposed to raise. Capacity for ‘ 


five years or three years or even 
sooner. Probably the most impor- 
tant impetus that can now be fore- 
seen for industrial construction ac- 
iivity in the immediate future lies 
in the prospect that the amortiza- 
tion question, as it applies both to 
taxes and to the computation of 
production costs under Government 
contracts, will be settled with a mini- 
mum of further delay. 

There are, of course, other factors 
that will tend to make the rise in 





heavy construction an affair of more 
or less gradual accumulation rather 
than an overnight splurge. The very 
unwieldiness of the tremendous in- 
dustrial undertaking that the de- 


fense program involves militates 
against rapid realization. Moreover, 
the precise nature of all our indus- 
trial expansion needs cannot yet be 
foreseen completely. Merely those 
that do now loom as essential bulk 
large enough, but it is not unlikely 
that others still to be projected will 
be as large again or even larger. 
But despite the obstacles that 
stand in the way of an overly rapid 


Higher 


development or extension of the rise 
in industrial plant expenditures, the 


handwriting is already on the wall.’ 
For the first seven months of the| 
year private plant awards totaled | 
$567,182,000, up 24% from the cor- | 
Total | 


responding period of 1939. 
heavy awards, including Federal, 
have recently moved ahead of last 
year’s figure for the first time in 
1940. Moreover, with some $500,- 
000,000 of new Government muni- 
tions plants scheduled for construc- 
tion and for later operation un- 
der private management, indus- 
trial construction figures may 
shortly approach record levels. 
Indeed, they are not far short 
of such levels even now. 

The situation in this sector 
of the building industry, how- 
ever, is not altegether typical 
of the overall picture and is 
not likely to influence very 
greatly the status of the indus- 
try as a whole since industrial 
construction does not consti- 
tute a major factor in the total 
volume of building. Even in 
1929 it accounted for less than 
10% of the total of all con- 
tracts awarded, and the per- 
centage has declined subse- 
quently. Elsewhere in the in- 
dustry, conditions and pros- 
pects are somewhat less boom- 
ing, though residential con- 
struction, a considerably more 
important sector, is also doing 
rather well. 

Residential building activity was 
handicapped by extraordinarily cold 
weather in the South last winter and 
thus got off to only a mediocre start 
in the initial quarter of 1940. A 
marked upturn occurred thereafter, 
however, and new high records were 
established in April and May. De- 
spite the usual seasonal slackening, 
gains have been remarkably well 
maintained into the summer. For 
the first six months of 1940, residen- 
tial building contracts totaled $690,- 
572,000 in the 37 eastern states cov- 
ered by the F. W. Dodge reports 
and represented an increase of 7% 
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over the like period of the year pre- 
vious. All signs point to a volume of 
residential construction this year 
exceeding that of 1929 and possibly 
that of 1928. In this connection it 
will be recalled that the residential 
building cycle has not completely 
coincided with the general business 
cycle insofar as the last building 
peak came in 1925. Needless to say. 
we are still far below the level of 15 
years ago when some 894,000 dwell- 
ing units were put up; expectations 
for the current year are for the con- 
struction of about 525,000 units. 

It is not expected that the draft 
will seriously affect home building 
this year, especially since enrollment 
is to be confined to non-family men, 
hut it may be felt to some degree in 
1941 should it appreciably slow up 
the marriage rate and the establish- 
ment of new households. On the 
other hand, a possibly offsetting fac- 
tor may be increased industrial pay- 
rolls, though higher taxes, insofar as 
they will cut into public buying 
power, must also be considered. 

In the public works category a 
noticeable decline in awards has oc- 
curred this year since Federal spend- 
ing is being directed to other ends 
and local governments have not been 
able to make up the difference. An 
offsetting factor that may prove to 
be of growing importance is the pros- 
pect of greatly increased Govern- 
ment outlays for harbor and coast 
defenses, airdromes, shipyards, bar- 
racks and similar projects though it 
should also be noted that many of 
these will be constructed in the 
country’s outlying territories and 
possessions and thus will not affect 
the volume of building activity in 
the continental United States. Util- 
ity property expenditures have also 
been lagging behind last year but 
some acceleration may be looked for 
here in line with increased power de- 
mand that will stem from the indus- 
trial production phases of the de- 
fense program. 

Generally speaking, building ma- 
terials prices are a little above this 
time last year but there have been 
no outstanding advances. Since 
wages have not risen significantly 
either, building costs in general are 
pretty much unchanged. The Gov- 
ernment is still looking into the mat- 
ter of materials prices and cases are 
still pending against a couple of lead- 
ing units in the field. 
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As for individual materials. cement 
production has been about on a par 
with last year though shipments 
have been penalized by poor weather 
early in the year and by the declin- 
ing volume of public works con- 
struction. The plate glass and win- 
dow glass makers have been enjoy- 
ing a level of business very substan- 
tially ahead of 1939 though greater 
demand from the automoble indus- 


iry has been a 
nonetheless, 


major 
window 


factor 
glass produc- 


here; 


tion alone was up 37% in the first 
five months of the year. 

Gratifying sales gains are the rule 
among the leading producers of gvp- 
sum products and at least moderate 





sales though increased industrial de- 
mand was a more than offsetting in- 
fluence; however, the price structure 
in paints has been none too satis- 


factory and some impairment of 
profit margins has occurred by rea- 
son of this factor together with a 
considerable advance in material 


costs. Manufacturers of heating 
equipment enjoyed a_ particularly 


good first quarter, thanks to the cold 


weather. while producers of plumb- 
ing and fixtures have benefited 
from the rising tide of residential 
building. Among the specialty lines, 
probably the most disappointing 


showing has been made in air-con- 


ditioning, due in large part to the 





































































































earnings gains appear likely. An — unseasonably cold weather that per- 
inclement spring retarded paint sisted virtually into the summer. 
e o e s s 
Position of Leading Building Stocks 
Earned Per Share 
Full Year First Half Divi- Market 

Company 1939 1940 1939 dends Rating COMMENT 
Alpha Portland While price maintenance is favored by lack of 

Cement.... $1.17. £$2.00 $1.78 $0.75 B-3 foreign imports, higher costs will affect earnings. 
Amer. Encousie 

Wietectccewens 0.12 0.10 0.07 B-3 Costs are likely to rise while tile use will decline. 

es sok Sheet tile competition unfavorable. 
Amer. Radiator... 0.34 0.14 d0.01 B-2 Somewhat higher building program and increase 

<— ae be in units built favors sales prospects. 

t Armstrong Cork.. 3.03 E1.60 1.05 0.50 B-2 Better consumer buying power and increased i in- 
eo dustrial d te rising earning 
Celotex......... .. 00.95 0.30 d0.10 B-2 Demand is rising and profit margins, due to in- 

CA eS Cee _creased production rate, are expanding. 
Certainteed Prods. d0.14 E0.15 d0.34 B-3 Smaller year end adjustments will help “sustain 
. 1 ees __recent improvement in earnings. __ 
Congoleum Nairn. 1.70 0.61 0.74 0.50 B-2 Increase in small home construction and better 
ei, replacement business promise moderate gains. 
Crane Co........ 1.55 0.61 0.74 B-2 Domestic sales should mount sharply as industrial 
7 expansion gets under way. : 
Devoe & ‘Raynolds While sales gain rate will moderate in 2nd half 
oo N2.08 0.88 0.46 0.25 B-3 year end results will be better. 
Flintkote. 2.11 0.92 0.90 B-2 Modest gains in profits are likely as demand for 
= ie _products continues to gain, 
General Bronze... d0.18 NF NF B-3 Prospects are clouded by decline of public 
____building and decrease in bronze demand. __ 
Holland Furnace.. 3.11 0.58 0.21 1.00 B-2 Company should profit from better replacement 
te eee mrs : 7 business }and new construction. a 
tJohns-Manville.. 4.28 1.92 1.11 0.75 B-2 While recent year to year gains will narrow, 
sae ___ prospects for better earnings continue good. 
Lehigh Port.Cem.. 2.71 E4.50 2.91 1.12% B-2 Public works Bo per will be reflected in declin- 
— ¥ ___ing second half 
Lone Star Cement. 3.49 1.42 1.56 1.50 B-3 Costs are higher but no raise in cement prices is 
os ___ likely for balance of the year. 
Masonite........ A1.99 (991.78 (9)1.17 B-3 Products are still relatively in introductory stage 
Oa : ____ but should do well later. apa - 
Minn. Honeywell. 3.27 0.87 NF 1.25 B-2 Asa maker of precision instruments company 
____ should benefit from rearmament orders. 
Natl. Gypsum.... 0.94 0.37 0.45 B-2 Poor first quarter weather delayed shipments. 
VD ett. ___Balance of year should be improvement. 
Otis Elevator..... 1.18 0.79 0.69 0.35 B-2 Better industrial business may offset loss of some 
nal _ ___ foreign income. a 
Paraffine Cos..... Je2.80 1.50 1.42 1.25 B-3 Seles are makin a good year to year comparison 
eee aa d fibre board promises profits. 
Penn-Dixie Cement d1.22 Ed2.00 d3.07 B-3 While business has been moderately better in 
alta Sp eee : __ first half, 2nd half outlook uafevorable. eo 
Ruberoid........ 1.53 0.46 0.52 0.30 B-2 Asa specialist in home moderni y 
" sire Pins ses OR - Pe ____will benefit from rising « > r income. 
Sher.-Williams.... A5.96 NF NF 2.25 B-2 Sales gains are nar g but i ndustrial, railroad 
ht a ig SE ae ; _and farm de d promises improvement. 
Thompson-Starrett. ApC.63 NF NF B-3 Longer term prospects more e favorable than ne nea’ 
Dim et eee Berk a: ___term due to probable industrial expansion. 
t*U.S.Gypsum.. 5.71 2.73 2.38 1.00 B-2 Residential building gains and higher industria! 
Keine ees ; 2 mai activity are favorable | to earnings. 
Yale & Towne.... 2.10 0.87 0.03 0.45 B-2 C as Gov t iti 
= ae - tnakerin addition to hesdwore fs lines. 
t— —~Cyceel ennecdietion. 2: einai dividends over 10-year period. d—Deficit. E- —~Est- 
mated. A—Fiscal year ending August 31. Je—Fiscal year ending June 30. —Fiscal year ending 
November 30. O—Fiscal year ending October 31. \9)--Nine months ended May 31. Ap—Fiscal 


year ended Aovril 30. 











Petroleum Industry Fights Effects of Shaky Price 


Structure and Weakened Export Demand 


i petroleum industry has not 
only been one of the principal casu- 
alties of the war but is also faced 
with many grave domestic. situa- 
tions. The blockade of Europe by 
Great Britain has finally cut off 
completely petroleum exports to 
practically all of the former trans- 
Atlantic customers and now. that 
the President has pronounced an 
embargo on trans-Pacific shipments 
of aviation gasoline to Japan and 
Russia, the last of the large foreign 
purchasers of American gaso- 
line have been isolated. There 
will probably be a_ certain 
amount of sales of petroleum 
products to South American 
countrics and perhaps England, 
through Canada, but it is prob- 
able that considerable time will 
elapse before the petroleum in- 
dustry is able to restore its 
foreign markets to anything 
like their pre-war volume. 
In addition to loss of much 
export business the war is 
causing many of the larger. 
international petroleum com- 
panies to adjust their foreign 
plant and equipment invest- 
ments to reflect the fact that 
much of this property is al- 
ready in the hands of the Ger- 
mans and their allies or is 
likely soon to fall under their 
influence. In certain instances 
these investments are of con- 
siderable size and in normal 
vears may contribute as much 
as 30% or more to gross business. 
To write them down to their pres- 
cnt value is going to be a task of 
major proportions for most of the 
companies and even if it is not likely 
that these losses will be charged 
off in a single year, the necessary 
write-downs will take a heavy toll 
of net earnings when they are made. 
The domestic situation is para- 
doxial inasmuch as demand for gaso- 
line is close to an all time peak and 
is holding steady at a point well 
above production levels. Despite 
this apparently favorable situation, 
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retail prices are soft and in several 
instances are already trending down- 
ward. Such a development is dis- 
linctly contraseasonal for at the 
time of peak demand prices should 
not only be firm but should be ad- 
vancing. 


Several factors account for this 
contra-seasonal development. The 


principal one is the question of gaso- 
iine inventories. The oil industry 
lias been, for many years, campaign- 
ing for the general acceptance of 





fuel-oil burners as a means of ab- 
sorbing the huge quantities of this 
c mmodity produced as a by-product 
cf the manufacture of gasoline. So 
successful have they been in this 
quest that the demand for fuel oil 
has been so great that it cannot 
be met without making huge quan- 
tities of gasoline at the same time. 
The main catch in this is that fuel 
oil demand does not coincide with 
the major consumption season for 
gasoline so that the motor fuel must 
be stored pending the arrival of the 
gasoline consumption period. There- 


fore, in a winter such as that of 1939- 
1940, it was necessary to store huge 
amounts of gasoline which brought 
stocks on hand up to an unprece- 
dentedly high level of more than 102 
million barrels before the spring 
season arrived. 

When the automobile 
opened gasoline production would 
normally have been held in check 
until inventories had been sharply 
reduced but this was not possible 
to do this year. In the first place, 
the spring was unseasonally 
cold and demand for domestic 
fuel oil continued strong well 
into May. Added to the do- 
mestic demand was that of in- 
dustry in general that has been 
more active than for many 
years past and accordingly is 
strongly in need of fuel for 
power purposes. — Increased 
steamship activities have also 
contributed their share to the 
fuel oil demand for burning 
purposes as well as for Diesel 
fuel. With fuel oil stocks low 
at the beginning of the spring, 
it has not been possible to meet 
the unexpected demand for the 
product without making con- 
siderable unwanted gasoline as 
well. 

Moreover, many oil refiners 
have been investing consider- 
able time and money in new 
processes through which to 
obtain a greater vield of gaso- 
line from a given volume of 
crude oil. These various processes 
have been successful to a marked 
degree and while they have added 
substantially to our gasoline pro- 
duction capacity, their owners must 
operate them in order to justify the 
expense of research and installation: 
thus adding to the already heavy 
stures of motor fuel. There is no 
likelihood that the demand for heat- 
ing oils will be any less this year 
than last year—indeed, it would 
seem as if the demand will be greater 
—and therefore there is no proba- 
bility that the gasoline stock will 
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be markedly lower next year at this 
time than it is today. 

Past experience has shown that 
there is only one way in which to 
reduce gasoline stocks while con- 
tinuing to produce motor-fuel at a 
high rate and that is to stimulate 
consumption. Despite the fact that 
gasoline consumption in this country 
has been running about 5% above 
last year’s record figures it could 
be further stimulated by lowering 
of selling prices. Since the advent 
of metered or calculating pumps at 
most of the country’s service sta- 
tiens, most consumers have ceased 
{o purchase a definite number of 
gallons and are now calling for a 
certain amount of dollars’ worth. 
Other than purely commercial con- 
sumers are prone to allot a certain 
amount of money for fuel each week 
and adjust their riding to the amount 
of fuel purchasable for their peri- 
odie allowances. More fuel for 
their dollar is usually more miles 
during the week. Less fuel, less 
miles. Obviously, the more gallons 
consumed the quicker the depletion 
of excess stocks although profits 
suffer in the interim. 

And the decline in gasoline prices 
will have to be substantial in order 
to bring about greater consumption. 
for taxes—both federal and others— 
are rising, and since they are always 
paid by the consumer they reduce 
his actual purchases of gasoline by 
the amount of the tax. This method 
of consumption stimulation is no 
secret in the industry and is now 
being practiced in isolated 
The practice will become more gen- 
cral toward the end of the summer 
when considerable amounts of fuel 
held in hope of eventually bailing 
out with a minimum loss will be let 
loose on the market. 

As if the oil industry did not have 
cnough to cope with in its natural 
economic problems the political angle 
has already entered the scene. The 
Madison oil case which was decided 
against a number of oil companies 
has emboldened the Government to 


cases. 


attack again alleging restraint of 
trade. It may be necessary for many 


of the completely integrated com- 
panies to divorce themselves of 
Iaany of their facilities which have 
made more or less economical opera- 
tions possible even if they have not 
been highly profitable. These fa- 
cilities include jointly owned pipe 
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Full Year First Half Divi- Market 
Company | 1939 1940 1939 dends Rating _COMMENT 
“Amerada....... ~ $1.56 $1.12 $0.86 $1.50 C-2 Prospects obscured by conditions in field but 
eae ee : é a ae ivate current dividend seems assured. 
*Atlantic Ref'g... 1.66 1.87 0.40 0.50 C-2 Fuel oil sales 2 are expected to improve and thus 
a _ : el i ented maintain i age. 
Barnsdall Oil..... 0.76 0.48 0.47 0.30 C-3 ‘Prospects are unfavorable Ses near term but 
ae bali _ should improve later. ; 
Consolidated Oil. 0.55 Ed0.10 d0.06 0.60 C-3 Unsatisfactory gasoline prices are offsetting 
Spt ee ee tt : a ___benefits of better production and facilities. 
Continental Oil... 1.35 0.51 0.54 0.50 C-3 Although operating ‘more efficiently, conditions 
- ; ho ae aan pas : are against sharp b 
Creole Petroleum. 1.37 NF NF 0.50 C-2 Export sales are declining, but should improve 
CLP 3h ES ee ed ade ae at a later date. 
Ge ON... ...... 1.69 NF NF 0.50 C-2 ~ Increased production will offset in some measure 
Ara ge — profit margins. 
Houston Oil... .. 0.43 0.28 0.24 C-4 bao ey | crude. situation makes prospects 
‘or 
‘Humble Oil. . 3.33 NE ~ NE 0.75 C-2 Asthe — epee of onde to S. O. N. J. the com- 
a ee i ee ees ; pany should ti to do well. 
Intl. Petrol....... 1.19 0.75 C-3 C licated foreign situation and ab of 
one! =a aes ; ; ___ data does not eon ed interim appraisal. 
Mid-Cont. Petrol.. 1.43 1.17 0.34 0.40 C-2 First half will be best of year although full year 
ME Gees eed ; will be better than year ago. 7 
Ohio Oil....... 40.10 0.55 d0.19 0.20 C-3 Although full year will not be as good as first 
oe os en __ half operations will show a profit. 
Panhandle P. & RR. 0.01 d0.02 0.01 3 ; C-3 A marginal company of but small pro mise. ; 
Phillips Petro... . 2.21 1.43 0.84 1.00 C-2 Poorer commercial gasoline outlook offset by 
thse eal iat ee TD eerie yt Sar 2 heavy aviation gas ity and artificial rubber. 
Plymouth Oil.... 2.38 0.97 1.15 0.70 C-2 Declining crude prices. — second half out- 
a = - look relatively unsatisf 
PueOU........ tt 0.69 0.12 C-2 Heavy production from iMlinois field is maintain- 
nS ee Se. ce ee . ing gross income and earnings. 
Seaboard Oil.... 1.40 0.61 0.63 0.75 C-2 Last half will reflect reductions i in California ex- 
eects eon ae es ports and poor 
Shell Union...... 0.76 0.65 0.09 0.25 C-3 Strong dependence upon California makes near 
dh alin Na term outlook douw' 
Skelly Oil... .... 1.99 1.42 0.57 0.25 C-3 Will not maintain first half gains and year results 
_ likely to be lower than year ago. - 
*Socony Vacuum. 1.09 £0.35 0.54 0.25 C-3 It will probably be necessary to write down part 
CED Oe Ee EN we of foreign investment this year. 
*S. O. California... 1.38 0.80 0.54 0.50 C-4 Relatively good first 6 months will be offset by 
POP ier syn I PE La _ poor tion on West Coast. 
*S. O. Indiana... 2.24 1.34 0.98 0.50 C-2 Poorer second half will probably cut first half 
ec ee jae. ae ee gains. Earnings should appr $2. 
*§,O.N. Jersey. 3.27 NF NF 1.00 C-3 Strong investment patie will be maintained 
veh it ee : _ pees, ar will be lower. 
$. ©. Gile........ 6.64 NF NF 0.50 C-3 industrial sales of oils and fuels may offset de- 
ata EE te mache > ; cline in motor fuel profits for year. 
>? Sr 2.74 1.92 0.34 0.50 C-2 Ship building activity will assist profits to re- 
pa Th scala te SO pease _main at high levels. 

*Texas Corp...... 3.02 E2.40 0.62 1.50 C-2 Larger crude output is helping gross income al- 
cm ane eet: though profit margins will be lower. n 
Tide Water Assoc. 1.05 0.75 0.19 0.40 C-3 Prospects are overshadowed by poor California 

cP es kely lower, — 
*Union Oil Cal.. 1.25 0.43. ~=—0.57 0.75 C-4 Full “a ofloss of export —— will be partly 
t) ffset b bY better d 





* <-iiintd dividends over inde, 2 ow Deficit. 
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lines, patent pools, stabilization of 
prices through purchase of independ- 
ent producers’ gasoline stocks and 
many other p maatiees that have 
helped the industry to earn their 
too infrequent profits. Then too, 
there is a remote possibility that a 
radical Government might try to 
nationalize the nation’s crude oil 
reserves or perhaps to supervise 
closely and restrict the industry’s 
activities. 

In the first half of this year, earn- 
ings of most of the major oil com- 
panies have been somewhat better 
than those of a year ago but it is 
hardly possible that the second half 
of the year will produce any such 
results. In the later period there 
will probably be heavy write-offs 
of foreign properties and exchange 


losses as well as the necessity of 
paying sharply higher taxes. More- 
over, while consumption of refined 
products may continue at high 
levels, profit margins, are likely to 
be narrower. The favorable first 
half of the year will probably offer 
a sufficient cushion to second half 
results so that on the whole, most 
of the compa nies will probably re- 
port earnings about on a par with 
those of 1939, but the longer term 
outlook is not quite so propitious. 


The oil shares have never been 
strong stock market factors ever 


since the discovery of the East Texas 
pool many years ago. It is therefore 
unlikely that any great advance can 
be expected in their value during 
the nearer term even should the 
entire market firm up. 
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O > all of the non-ferrous metals, and did so, she would be robbing — clse she needed from South America A 
gold and silver have been the sub- _ herself of a vast part of her probable — and even ourselves and, moreover, “Am 
ject of greatest discussion at this spoils of war. Russia, her near _ if she should claim any part of Africa — 
iime. Germany’s threat to demone- neighbor would be able to take her as a war-prize it would most likely *At 
tize gold must be taken with a grain goods and pay in gold with which be the gold producing areas that an 
of salt since if she were victorious Germany could then buy anything — are capable of putting out more than oe 
8550 millions of the metal yearly Artk 
and probably more if production 7 
can peated Per Share, Soret methods “ee In - = 
u ear irst Ha ivi- arket » 2 > ates ’ ana 
Company 1939 1940 1939 dends Rating COMMENT —— the saanig : — | ” ; Carri 
a an agai —_ : -ontl > to purchase any gold Of- 
Alaska Juneau... $0.62 $0. 60 B-4 No increase in ore output expected but highe: ® arene _ a S 2 Cela 
ne wee 5 _____gold content should increase earnings. fered at the standard price even as Cent 
oe ee et | ~ 3: See deeen aot sien Se tet ‘o-will any other country in the world oe 
Alum. Co, Ltd 20.57 : = 3.00 A-1 se —_ at capacity although profits may that has something to sell. The gold ne 
ne ; J suffer from : = a es ee OE Clue 
American Metal 2.12 $0.70 $0.27 1.00 B-2 High taxes and foreign exchanse difficulties will Miners, W hile assured of a steady or 
a es 2 ; - _ oosnings in check for a time. ; narket for IP roduc Wl ) Co 
tAmer.Sm. & Ref. 4.36 E2.00 1.68 1.50 A-2) Mexi tion doubtful and export markets market for their - luc t, He ne : saat 
f ___ offset pode iF domestic activities. = do so well this year because of ie 
nemo ee wee 0.12 ee a —— ts will higher taxes and production costs. tz 
Anaconda Copper d0.03 E2.00 0.82 0.95 B-3 Domestic sales will remain high but bad foreign Copper producers will have an 
7 ___ markets may cause foreign shut-downs. onli —s Con 
Ansconde Wire & ” Increased industrial and utility buying will assists =. ©XCC ent demand for their metal . 
—Geble......... 1.54 0.18 0.13 0.25 o2 _setes one comings. _ = during the period of rearming in #Ce 
Cerro de Pasco... 2.27 ines : 2.00 B-3 Silver and gold revenue will give some income gies a. A ; 2 — 
f a sic ; but foreign outlook continues unsatisfactory. this country but prices are not likely ce 
. aS ; : jar 
Chile Copper... 2.39 1.20 0.96 1.50 B-3 ae is b g sv un to advance strongly and costs and 
Climax Molyb.... £41.40 1.38 1.02 0.60 B-2 Domestic consumption rising but exports are off taxes will probably rise. Forcien Dres 
oe Seal and second half outlook unattractive. ' ; elias h Bal anit *Eas 
Consol.M.&Sm.. 3.14 pene 1.00 B-3 Outside ete assist in maintaining prof? COPpeCr producers have not such a Elec 
ie _ its. Zinc demand also good. et favorable outlook, for their business Enc 
*Dome Mines.... 1.97 ere. 1.50 B-3 Quality of ore is rising and should offset higher aes 5 
ee a __ operating costs but no profit increase probable. has shrunken badly in recent months ea 
EaglePicherLead. 1.27 0.44 0.40 0.10 B-2 Should tpg better as defense work grows. Zinc after a strong beginning at the out- Gay 
*Homestake Min. M2.50 —_—-E2.00 2.04 2.95 B-3 3 Output g sreater er but quality lower. Earning set of the war. Tight blockades ee 
maintained by ing : 
—— Me charges. have removed some of their best a 
*Howe Sound... 5.25 2.04 2.45 1.50 B-3 Uncoriein fareion prospects make poor second customers from the market and the et 
tHudsonBayMin. 1.90 0.95 0.81 1.00 B-3 New Canadian taxes will probably keep eam- remaining ones are in a position to Hi 
jtocharkis : ; Wnts ings below $2 a share. lictate buving seeaaes D stic 
Inspiration Cons.. 0.70 0.69 0.12 B-3 If copper prices hold above 101 cents company . ictate wuymg prices. omes ic eH 
acai _ will do better than last year. industry is currently consuming Indu 
Interlake lron..... d0.28 do.13 do.40 B-3 Should do better when large industrial plants < : 
pian biad ke reduce pig iron inventories later on. about 60% of the potential output ma 
Tintl Nickel..... 2.39 E1.05 1.15 1.00 B-2 Markets for entire output are assured but Canadi- ¢ >, pear » time at 
biaeiee eed my mene ye waeimeel and may reach 100% some time = 
{Kennecott Cop 3.14 E2.00 0.93 1.00 B-3 4 foreign production offsets better do- early next year. The outlook for . 
ph, eee : ; Pe me » ry 1 > parni > ie Lom 
*Lake Shore Min.. Je3.54 : 1.00 B-3_ "Safety problems reducing output and ore quality the — sionals ; earnings Is not ae 
Be scaentnttibs aa Costs are rising. particularly attractive for the near = 
Magma Copper... 3.40 1.76 1.57 1.50 B-3 a: change | in output likely although profits Leh 
i Ee a _ * may be y better this year. term. Loft 
*Mcelntyre Porc... M4.66 1.22 1.18 2.50 B-3 Declining grade of ore and rising costs are re- s , i i is Vv —_— 
i ne: ne ____ ducing earnings but dividend rate secure. . Lead consumption ™ this country Me! 
Miami Copper.... d1.03 0.64 NE 0.20 B-3 radeon costs of about 9.7 cents restrict is on the rise although it is. still = 
Sas aS profits at current quotations, = F . ae ee te Mel 
*Natl. Lead...... 1.23 0.69 0.66 0.25 B-2 Moderately better earnings are likely this year well below full production capac ity ; Om 
Fie —ass ; a aaa cS ane _ steady prices. Lead will be in better demand for a 
5 ef eee . -69 1.04 1.50 2 mand for due to in- . 
5 Mla veliies towne rece oo = acy ty Ae a gal i> armament as well as many of its 2 
Newmont Mining. 2.11 1.00 NF 1.00 NR Long v pot outlook of epee copper properties more peaceful uses and profit mar- 
Rear a sae — one of major d : : i ‘ *Pr 
Phelps Dodge... 1.48 1.14 0.91 0.50 B-3 cay 1940 production si i by drought con- gins are likely to be maintained. Rad 
pean : ret itions in Arizona but profits will increase. . : 3 = Aa (as 
7St. Joe Lead.... 2.70 1.32 0.72 0.75 B-3 With prices of metals steady and sales equal to Zinc demand continues to rise i = 
ne a er a ; ae : production ings gains should be maintained. new uses for the metal are dis- an 
ilver King Coal... 0.32 £0.25 do.01 0. - harp | ° ° - 
— ss eal : 20 8-3 Fall ee for a fairly sharp rise in = Govered, The strong increase in the ar 
Sunshine Min.... 2.13 0.86 0.94 0.80 —B-3 Longer term outlook obscured by uncertain use of die-castings for automotive Tex 
Hi ee ead a = ase . policy on domestic mined silver. _ ; ; ° Uni 
U.S. Smelt...... 6.77 2.39 0.88 3.00 B-3 Alaskan dredging operations higher but Mex- parts and household devices has — 
ver age eee gee mi meer mae er been the latest stimulant to con- +*U 
anadium....... 2 . x 5 -2 t i ° : ° Be 
se Re calle lage second half will sumption. War preparations will Ma 
t—CyeSeal enneesiation. hliiaceee ine utdend record. d—Deficit. S~dieiate. also call for large eee Oe the it 
Je—Fiscal year ended June 30. M—Fiscal year ended March 31 of following year. S—Fiseal year ended use of zine for galvanizing, paint, - 
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protective coatings of metal objects & 
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What War Orders Mean 
to Allis-Chalmers 


Net Profits Will be Higher Despite Increased Taxes 


BY H. F. 


ja late General Otto Falk, president of Allis-Chalmers 
from 1912 to 1932 and board chairman thereafter until 
his death last May, used to think of his company as 
“America’s Krupp.” The simile is soft-pedaled nowa- 
days, but it still holds good—not, as you might think, 
primarily because of A-C’s potentialities as an arma- 
ment maker, but rather because it is second only to the 
huge German enterprise in the variety of heavy indus- 
trial capital goods it produces. And there is something 
of an anomaly in that. too, for the company’s bread and 
butter is not in turbines or rotary kilns or any of the 
other thousands of products turned out by its electrical 
and industrial departments, but in tractors and farm 
implements. 

General Falk was a farmer by avocation and an early 
believer in the mechanization of agriculture. He put 
Allis-Chalmers into the tractor business at about the 
outset of the last war and nursed the sideline venture 
through a dozen or so unprofitable years. 


TRAVIS 


had no little to do with A-C’s rise to third place position 
among the farm equipment makers. Even more im- 
portant in this connection was the introduction, circa 
1933, of the “All-Crop” harvester, a low-priced combine 
turned out in two sizes for the cutting and threshing 
of nearly 100 different varieties of grains and legume 
crops common to the small farm. Of recent years this 
unit has accounted for close to 50 per cent of all com- 
bines sold in the United States. 

But despite these newer products, tractors remain 
the backbone of the company’s non-industrial business 
and, of course, the pride and joy of this branch of the 
Allis family is its three year old baby or “B” model. 
Introduced to the small farm market at $495, the “B” 
weighs a mere 2,100 pounds and, at an operating cost 
of about 35 cents an hour, can out-work a good team 
of horses several times over. It is this model especially 
to which the company looks for great things in the 





The company’s original model resembled a 
modern tractor less than it did a small tank 
—which it also approached in weight and 
cost. A few were sold during and after the 
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war but it was not until 1926, when a -_ | | | | 
cheaper, lighter and completely redesigned |i, ew aor | 
unit was placed on the market, that the = got Been of Business 
tractor division began to come into its own. = FARM — 
Principal developments since then have been = ne eae ecole 
the addition, beginning with the purchase |§a 60K | 
of La Crosse Plow Co. in 1929, of a line of ‘Fz 
farm implements, and the introduction in ° ol | 
late 1937 of a tractor priced low enough to 4 40 T 
be economical for use on the 60 per cent of os 
American farms that are less than 100 acres 2 
in size. 20 > 

Allis has a not-to-be-sneezed-at business | 
in large track-type tractors, used chiefly for 0 | Lo Nl 
logging, road construction and other heavy — 
industrial operations, but by far its biggest | EARNINGS 
stake is in the smaller wheel-type machines -20 Leaeeathinseacal 





for the farm market. Thus, the addition of 
a supplementary line of plows, harrows, cul- 
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tivators and so on was a natural and has 
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Iustrative 
casting for a 115,000 H.P. hydraulic turbine being machined on a forty foot boring mill 
contrasted with their model "'B" light tractor in the foreground. 


future, though it is by no means without competition 
from other small tractors. Deere had a year’s head- 
start on A-C in the baby tractor field and more recently 
others have been stepping in, notably Harvester and 
Ford. However, there is plenty of business to go 
around for the potential market has as yet been barely 
scratched. Tractor sales for the industry as a whole 
and including all types of machines are estimated in 
the first seven months of 1940 to have run about 13 
per cent ahead of the same period of last year. 

Turning to the company’s potentialities as a muni- 
tions maker, the industrial and clectrical departments 
naturally loom in importance, though it is worth noting 
that the largest order Allis has gotten out of the de- 
fense program so far—$1.234,137—has been for trac- 
tors. However, other departments are currently turn- 
ing out parts for heavy U. S. coastal guns and there is 
little question but that a good deal more armament 
business is in the offing, especially in view of the mid- 
western location of the company’s principal manufac- 
turing plants. 

In the last war the West Allis Works near Milwaukee 
were turned over almost entirely to the production of 
heavy artillery, shells, gun carriages and naval power 
plants; biggest single order was for $7,950,000 worth 
of marine turbines and equipment in 1918. Geared 
for war, as it soon will be, the company can un- 
doubtedly cqual and surpass its performance of 22 
years ago in the production of heavy armaments; its 
ability to do so is apparent in the sort of mechanical 
mammoths it turns out for peacetime industry. 

It is, of course, quite impossible to list here all of 
the varied electrical and industrial products that Allis- 
Chalmers makes. Nor, as a matter of fact. would it 
be particularly enlightening to the average lay reader 
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of the diversity of Allis-Chalmers’ operations is the photo above of a giant 











to know that should he need 
anything in the way of a rotary 
compressor or double-suction 
single-stage centrifugal pump, 
Allis will be glad to take care of 
him. Somewhat more revealing, 
however, is the fact that the 
company is prepared to install 
any sort of big generating or 
electrical job a utility, industrial 
or -government customer might 
want, that it can equip from 
stem to stern a whole flour or 
lumber mill, that it produces a 
diversified line of cement. crush- 
ing and mining machinery, turns 
out just about every kind of 
gas, oil and steam engine you 
can name and, to boot, manu- 
factures an almost 
sortment of blowers. condensers 
and other items that find their 
way into almost Ameri- 
can industry. 

That is still a pretty sketchy 
picture of Allis’ cleetrical and 
industrial but. 
vou happen to be an engineer, 
a more detailed description prob- 
ably would not help. For, with the exception of presi- 
dent Max Babb. who is a lawyer, A-C is essentially an 
engineering outfit throughout and. naturally. talks and 
thinks in engineering terms. Also, apart from the trac- 
tor department (which includes farm implements). it 
sells in engineering terms. For there is no such thing 
as merchandising in the selling of a roller mill or an 
automatic extraction turbine: rather. the deal rests on 
engineering service and, of course, on price. This is not 
so much the case when it comes to replacement parts 
which, incidentally, contribute an important percentage 
of sales, but even the salesmen handling this business are 
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Foreign Business Small 


Needless to say, as diversified an enterprise as Allis- 
Chalmers does not find its markets confined entirely 
to the United States. Fortunately. however. in’ the 
light of prevailing world conditions, foreign business does 
not ordinarily account for more than about 10 per cent 
of total sales and most of it is with countries in this 
hemisphere. Thus, at the close of 1939, current assets 
in foreign countrics were located mostly in Argentina and 
Canada, with some also in England: moreover, their 
aggregate was barely 8 per cent of total current assets. 
The company has no fixed assets abroad. 

Allis’ financial position as of June 30 last left little to 
be desired, current liabilities of $11.700.317 being amply 
covered by $63.149.760 of current assets including 
$8,164,037 As to capital structure, 1.776,092 
shares of no-par common stock are preceded by $25,- 
321.500 of 4 per cent debentures due in 1952 and con- 
vertible into common at $80 a share through September 
1, 1941. and at prices ranging (Please turn to page 598) 


in cash. 
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Shipbuilding Shares 


In addition to the opportunity it 
provided for the investing public to 
obtain proprietorship in a concern 
that had been privately owned for 
more than half a century, the recent 
common and preferred stock offering 
of Newport News Shipbuilding & 
Drydock Co. was of interest in that 
the underwriting syndicate was 
headed by Union Securities Corp. 
which is jointly owned by 
Tri-Continental Corp., a 
leading investment trust, 
and its smaller affiliate, Se- 
lected Industries. Though 
the idea of broader invest- 
ment trust participation in 
the investment banking 
business has been bruited 
about for some time, this 
marked the first instance in 
which a trust or its sub- 
sidiary played a leading part 
in the underwriting and 
distribution of a security is- 
sue. Incidentally. about 
30% of the common stock, 
as well as a sizcable block 
of the preferred. was taken 
down by a group of trusts. 

Newport News is one of 
the largest organizations of 
its kind in the country and 
turns out both naval and 
merchant ships. As of July 
15 it had under construction 
18 vessels at contract prices 
totaling $286.461,539. This 
included recent Government 
awards for three aircraft 
carriers for 1944 delivery 
and two cruisers to be com- 
pleted in 1943; also, further 
naval business aggregating 
about $210.000,000 is cur- 
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Westinghouse Photo 


Steam turbines operate mos? efficiently at 4,000 to 10,000 
revolutions per minute but marine propellers work best at 
Hence the necessity of reduction 
gears such as that shown above at Westinghouse Electric's 
Manufacture of the gears requires the 
cutting of several hundred teeth with spacing tolerances of the 
only 1/10,000ths of an inch. 
about $9,000,000 of such business on hand for the Navy and 


less than 400 revolutions. 


Philadelphia plant. 


For Profit and Income 





rently under discussion. | Giving 
effect to the recent financial opera- 


tion, which contemplated retirement 


of the company’s first mortgage 
bonds, capitalization consists — of 


80,000 shares of $5 convertible pre- 
ferred stock and 800,000 shares of 
common, Computed on the basis of 
this capitalization, 1939 earnings 


were $2.74 per common share, a 
figure that will be substantially bet- 
tered this vear. 





merchant ship builders. 


The company currently has 





Shift in Foreign Selling 


Not so much is heard these days 
of liquidation in our security mar- 
kets on orders originating abroad. 
Foreign selling is still going on, how- 
ever, though on a smaller scale than 
earlier in the war, one reason being 
our freezing of the liquid assets of 
conquered countries and the con- 
sequent impairment of whatever 
incentive the nationals of these 
countries might have had 
to convert their Ameri- 
can securities into dollars. 
But the most interesting 
point to be noted about for- 
eign selling at the moment 
does not have to do with its 
volume but rather with the 
change that has occurred in 
the past month or so in its 
character. Banking circles 
most directly concerned with 
transactions of this sort re- 
port that the emphasis has 
shifted from common stocks 
to fixed obligations and this 
seems to be borne out by 
the relative action of the 
stock and bond markets in 
recent weeks. Apparently 
the bond market is now go- 
ing to have to share some 
of the burden that was pre- 
viously borne almost en- 
tirely by the stock market. 


Corporate Cric‘s 


Baldwin Locomotive will 
build $5,689,725 worth of 
monster tanks for the Army. 
Veritable land battleships. 
machines will weigh 
about 70 tons apiece and 
will be armed with 75 mm. 
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cannon, * * * Cluett, Peabody is un- 
derstood to have perfected its process 
for controlling the elasticity of vis- 
cose rayon fabrics in a manner simi- 
lar to that by which Sanforizing con- 
trols shrinkage in cotton textiles. 
Company will reportedly collect a 
royalty of 42 cent per yard on 
treated fabrics. * * * Anaconda 
Copper has contracted with the 
Government to deliver 240,000 long 
tons of manganese concentrate over 
a four year period. The ore will 
come chiefly from the Anaconda op- 
erated properties of Butte Copper 
& Zinc. * * * Undaunted by dire 
predictions regarding the industry's 
outlook, the Buick Division of Gen- 
eral Motors is planning on the pro- 
duction and sale of 300,000 cars next 
model vear against 283,000 for the 
period just ending. Management 
does not expect ordnance work to 
interfere with normal operations. 


Prince, née Pauper 


Having completed an eminently 
satisfactory first half, the rail equip- 
ment industry currently expects to 
turn In an even better performance 
for the final six months of the vear. 
Backlogs and inquiries suggest that 
better than 20,000 freight cars will 
he delivered during the — present 
period; some 6,000 units were on 
order as of July 1, orders for around 
8.500 have been placed since then 
and another 5,000 or 6,000 are under 
inquiry. These figures are exclusive, 
of course, of production in the rail- 
roads’ own shops. And, incidentally, 
the Government will probably be in 
the market shortly for about 2,000 
troop ears. By and large, earnings 
of the industry’s leading companies 
for the first half of 1940 exceeded 
those for the entirety of 1989, as 
witness: American Steel Foundries 
—#1.40 per share for six months 
ended June 30, 1940 vs. $1.15 for 
full year 1939; General American 
Transportation — $2.21 vs. $2.11: 
Pressed Steel Car—$1.56 vs. deficit 
of $1.71; New York Air Brake— 
$3.21 vs. $2.88: Westinghouse Air 
Brake—$1.01 vs. 89 cents. 


Trust Operations 

In a recent study gotten out by a 
leading Wall Street firm and cover- 
ing 16 principal investment trusts, 


some interesting portfolio shifts dur- 
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Recent War Orders 


Listed below are some of the better known concerns among the 479 companies that received 
ordnance orders of $25,000 or more in the first ten days of the fiscal year that began July |, 
together with amounts involved and principal items ordered in each case. 


Company Amount 
Aluminum Company of America $ 76,442 
American Car & Foundry 12,050,683 
American Locomotive 1,427,296 
American Safety Razor 29,064 
American Woolen 8,342,315 
Armour of Delaware. . 54,079 
Bath Iron Works. . . 40,879,200 
Bendix Aviation 4,519,628 
Bethlehem Steel.... 196,445,323 
Bridgeport Brass. . 132,600 
Bullard Company. . 84,315 
Crucible Steel. , 177,098 
du Pont de Nemours . 20,895,001 
Eastman Kodak... 757,942 
Electric Boat. . . 36,399,260 
Fairbanks, Morse 4,369,617 
General Electric 5,623,377 
General Motors 19,303,014 
General Tire & Rubber 52,284 
Goodyear Tire & Rubber 29,988 
Grumman Aircraft 694,700 
Humble Oil... 814,231 
International Harvester 2,305,373 
International Shoe 1,356,745 
Koppers Company. . 3,724,930 
Marshall Field. . .. 90,910 
Midvale Company. . 428,736 
New York Shipbuilding 60,233,900 
United Aircraft... . . 92,324 
United States Steel 33,078,724 
White Motor 10,878,688 


Items Ordered 


Aluminum alloy and ingots. 

Pontoon bridgeYequipment, light tanks, snatch blocks. 
Gun carriages and limbers. 

Safety razors and blades. 

Blankets and uniform cloth. 

Soap. 

Six destroyers. 

Fire control instruments, transmission parts, aircrafts 
weapons and parts. 

Shell forgings, breech forgings, naval vessels. 

Cartridge cases. 

Lathes, boring and turning machines. 

Tube forgings. 

Explosives, smokeless powder, nitric acid equipment. 
Fire control instruments, telescopes. 

Submarines, mufflers. 

Submarine propulsi hinery, diese! engine parts. 
Howitzers, anti-aircraft, electrical equipment, diesel 
locomotive. 

Fire control appliances, trucks, submarine propulsion 
machinery. 

Gas mask parts. 

Deflectors,|fixtures. 

Aircraft. 

Fuel. 

Tractors. 

Footwear. 

Gun carriages. 

Uniform cloth. 

Gun tubes. 

Seaplane tender, three cruisers. 

Engines and parts. 

Projectiles, explosives, ammunition parts, armor plate. 


Scout cars, aut tive 











ing the first half of 1940 are re- 
vealed. Total net assets of the 
group declined 21% during the pe- 
riod and the proportion of holdings 
represented by common — stocks 
dropped from 841% at the year- 
end to 79169 on June 30. An in- 
crease in cash made up for most 
of the difference though holdings of 
preferred stocks and corporate bonds 
also showed some expansion. The 
half dozen most favored industries 
at the mid-vear were, in order, oils, 
utilities, chemicals, metals, mer- 
chandising and autos and parts. 
The six favorites among individual 
stocks were Sears, Roebuck, du Pont, 
Montgomery Ward, Union Carbide. 
Chrysler and Texas Corp. As for 
the 40 most favored issues, there 
were three newcomers in the list— 
Newport News Shipbuilding = (a 
eroup of trusts having purchased a 
large block of shares from former 
private owners; see first item on op- 
posite page), Bendix Aviation and 
Potash Company of America. In- 
ternational Nickel and Kennecott 
Copper were the most notable losers 
in popularity during the period. 


Steel Activity 


Recently released figures on U. 5. 
Steel’s July shipments, showing a 
very appreciable gain over the pre- 
ceding month and establishing a new 
monthly record for the year to date, 
are indicative of prevailing condi- 
tions in the industry and probably 
also of conditions over the remainder 
of the year. Though summer vaca- 
tions have been retarding operations 
to some extent of late, expansion of 
output is looked for in the near 
future what with national defense 
just beginning to assume worthwhile 
proportions, the prospect of larger 
deliveries soon to the motor makers 
and sustained exports which, by the 
way, currently account for about 15 
to 20% of production. Also, steel 
scrap, as good a barometer as any 
in judging the industry’s outlook, 
has been firming up of late. Inci- 
dentally, one of the most interesting 
developments now going forward is 
the rapid expansion of electric melt- 
ing facilities which is expected to 
increase the nation’s electric steel 
capacity about 25 per cent. 
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Improved Profit Outlook 


for Commercial Solvents 


New Management and New Products Are Assisting 
the Recovery of Leading Solvent Manufacturer 


BY WARD GATES 


i sieiisisiianic SoLveNts has long been a manufacturer 
of higher alcohols which have made possible the strong 
growth of the lacquer and plastics industries. For many 
years the company had a virtual monopoly on one of the 
major solvents, butyl alcohol, although the monopoly 
finally vanished under the double influence of expiring 
patents and competitive substitute materials. Neverthe- 
less, it was Commercial Solvents’ butyl alcohol that made 
possible the development of spraying lacquers such as 
duPont’s Duco, and Duco in turn made it possible for 
the automobile industry to achieve the present rate of 
production through reducing the period of time necessary 
to paint an automobile from 12 days to much less than 
12 hours. 

The company has specialized in the manufacture 
of commercial alcohols from fermented grains and mo- 
lasses as distinct from the various synthesis methods now 
in operation. With the expiration of the “butyl” patents, 
the company was forced to enter into competition with 
all of the other manufacturers of aleohol and found the 
going difficult. Not that Commercial Solvents was unable 
to make as good or a better product than most of the 
competition, but the industry as a whole was over- 
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crowded with production capacity and was forced to 
depend upon the vagaries of the weather for good sales, 
Even now competitive conditions are far from good, and 
alcohol prices remain relatively low. Nevertheless, with 
operating efficiency rising and raw material prices as yet 
under control, profit margins are sufficiently good to per- 
mit moderately profitable operations. 

With the repeal of prohibition Commercial Solvents 
management turned to the distillation of liquor as a 
possible means of regaining some of the earning power 
lost when the monopoly on butyl alcohol expired. Un- 
fortunately, there were many other manufacturers who 
were imbued with the same idea at the same time with 
the result that the liquor distilling industry became just 
as overcrowded as the commercial alcohol business and 
while there were profits to be made, they were relatively 
thin. Commercial Solvents continues to make liquor and 
neutral spirits although the great bulk of it is sold to 
the rectifiers who use these products to blend or dilute 
straight liquors. The sale of straight liquors and grain 
spirits is rapidly approaching production capacity so that 
inventories of these materials are not only satisfactory 
but are declining. 

While butyl, ethyl, methyl and amy! alcohols, and 
their by-product acetone, continue to be the principal 
products, research for other items—preferably by-prod- 
ucts of the distilling activities—continues at a high rate 
under the stimulus of Mr. Theodore P. Walker, now 
president of the company. To Mr. Walker is accredited 
the excellent recovery in the company’s status as a pro- 
ducer of industrial alcohols and solvents. 

Among the more important results of research in recent 
years has been the company’s ability to produce acetic 
acid on a commercial scale from the residium of its other 
processes. However, while the company’s output of 
acetic acid is now large it is all used by the company 
itself in the preparation of amyl acetate and other 
normal acetylating processes. Over the longer term, 
especially in view of the large amount of acetylates 
which will be necessary for the preparedness program. 
it is likely that this end of Commercial Solvents’ busi- 
ness will become increasingly important. 

The feed value of the grains and molasses used as 
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raw materials for the production of alcohol is not com- 
pletely destroyed in the fermentation process so it is but 
natural that some use would be found for them after 
their alcoholic production capacity has been utilized. 
This has been done and the materials are sold for poultry 
and stock feed, but not before these feeds have been 
enriched with vitamin B, and thus given additional sales 
value. The enrichment process also has considerable 
possibility from the standpoint of licensing other manu- 
facturers on a royalty basis. The process is said to be 
amply protected by patents. 

After five years of research, the company has just 
announced the beginning of production of nitrated petro- 
leum hydrocarbons, known as nitro-paraffins, on a com- 
mercial basis. These nitro-paraffins are mostly solvents 
of various possibilities and while several hundred of them 
are known, the company is developing 16 of the most 
useful of them. With the increasing emphasis on syn- 
thesis, such materials as these are of importance and 
may eventually be the source of added earnings. 


Alcohol Demand Rising 


With alcohol the second most important industrial 
solvent—water is the first—that product plays the most 
prominent part in Commercial Solvents’ prospects. Com- 
mercial Solvents is one of the six largest producers of 
alcohol in the United States and now is probably the 
largest producer of alcohol made from vegetable prod- 
ucts. There are other larger aleohol makers but they 
operate mostly on a synthesis basis, using various hydro- 
arbon gases as their basic materials. Of the aleohols— 
of which there are legion—ethy] alcohol is in the greatest 
demand and is among the easiest to produce. Ethyl 
alcohol is potable, that is it can be imbibed, so that in 
order to avoid heavy taxation it must be denatured. 
Last year the industry produced over 113,000,000 gallons 
of denatured alcohol, a new high record, and promises to 
exceed that figure this year. A large part of this produc- 
tion was used by the makers themselves and added to 
what the balance of the chemical makers consumed ac- 
counted for about 32 per cent of the total output. The 
automotive industry consumed nearly as much as the 
makers of heavy and industrial chemicals and the re- 
mainder was mostly consumed by the paint makers, 
plastic and dye manufacturers and the important cos- 
metic industry, etc. The point in developing the relative 
consumption is to point out that the principal users are 
all likely to experience a sharp betterment in business 
this year and are thus likely to set new records for com- 
mercial aleohol demand. 

Not that there is not sufficient capacity to supply this 
demand, for there is. However, Commercial Solvents as 
the producer of about 25 per cent of the alcohol distilled 
from vegetable sources is in a position to benefit strongly 
since it is one of the producers that does not require much 
of its product for its own purposes. Wood alcohol is 
also an important solvent and Commercial Solvents also 
makes this product but it is of secondary importance as 
compared with ethyl alcohol since it usually costs more 
to make. 

Naturally, making its leading products from grains 
and molasses, costs are unpredictable over the longer 
term. However, with commitments made well in advance 
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and the price of corn likely to rise before it declines 
sharply, the company is in a favorable raw material 
position. The feed business, where the residium is sold 
as stock feed and thus competes directly with the raw 
materials, offers an offset to rising raw material costs 
not fully absorbed by the price of alcohol due to com- 
petitive conditions. 

Considering the fact that the company was virtually 
forced to start business life over again early in the decade, 
the earnings record has been satisfactory. In only one 
of the last ten years—1938—did the company report a 
net loss and that only amounted to $0.11 a share of 
common stock after a net write-down of more than 
$720,000 for adjustment of inventories. Disregarding 
this write-off, profits per share of common stock would 
have been about $0.50 a share of the stock now outstand- 
ing. For last year, Commercial Solvents reported earn- 
ings of about $0.61 a share or slightly more than those 
for 1937. In the first half of this year, net per share was 
equal to approximately $0.39 a share as compared with 
$0.16 for the first half of 1939. 

Dividends, which were maintained up until 1938, were 
omitted in that year due to losses previously spoken of. 
Last year, although operations were profitable, the diree- 
tors chose to conserve cash for expansion and debt re- 
payment purposes. Bank loans, which were reduced 
$1,000,000 last year, were shown in the same amount 
at the close of 1939. The (Please turn to page 600) 
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Courtesy Commercial Solvents 


These peculiar looking towers are called "scrubbers" and by 
removing unwanted impurities from the alcohol assure the high 
degree of purity which characterizes the company's products. 
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WITHOUT OBLIGATION 
EVERY READER OF THE MAGAZINE 
OF WALL STREET IS INVITED TO 
TAKE ADVANTAGE OF THIS OFFER 


4 Mail us a list of your security holdings . . . and the 
amount of your debit balance or liquid funds. Give 
also a brief outline of your objectives . . . whether 
you buy for the short term or longer term, whether 
you are interested in income or capital appreciation 
or both. 


4 After careful consideration in view of today's war 
conditions and our gigantic defense program, we 
shall send you our report on your portfolio . . . advis- 
ing you definitely which issues should be closed out 
and which should be retained. This preliminary 
survey may be the means of materially strengthen- 
ing your account. 


q Further, we shall include our current eight-page 
weekly bulletin containing our latest advices and 
suggest a market program under the direction of 
The Forecast, according to your personal aims and 
working funds. There is no obligation. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


90 Broad Street a a a New York, N. Y. 





OVER TWENTY-TWO YEARS OF RELIABLE SECURITY ADVISORY SERVICE 
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Owing to summer vacations, shutting down i 

of automobile assembly lines for retooling and BU 5 | N E SS = E “ IT 

repairs to furnaces in the steel industry, the 21 —s 

nation's physical volume of Business Activity | 

has sagged a bit since our last issue; but there 













appears to be little probability of any serious am 

or prolonged recession so long as England 

holds out against her foes. During the month a a Ol a a 4 
of July, per capita Business Activity approxi- DEMAND DEPOSITS 

mated 97.4% of the 1923-25 average, com- 18 oo ct a 


pared with 96.7 in June and 87.2 for July, 1939. 
Without compensation for population growth 
this publication's index of Business Activity, 
adjusted to the new 1935-9 base recently 
adopted by the Federal Reserve Board, was 119 
in July compared with 118 for June. On the same 
basis, the Federal Reserve Board's revised index 
of Industrial Production for June was 121. 
* * * 


Analysis of components of the Federal Re- 
serve Board's revised index of Industrial Pro- 
duction discloses a per capita increase in pro- 
duction, in the eleven years between 1929 and 
June of the current year, amounting to 1.3% 
in total — 61% in shipbuilding, 28°, 
in petroleum, 6% in rubber products, 4°, in 
manufactured foods, and 3% in textiles; but 
a decline of 3°, in metals. Airplane output is f} } ti] 
now over 200% above the 1935-9 average. | STF MAMJJASOND [JFMAMJJASOND 

wilt ee 1940 
(Please turn to next page) 
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Latest Previ 
Date ronan revious Last 
Month Year PRESENT 
POSITION AND OUTL 
INDUSTRIAL PRODUCTION(a)| June 121 11 — it 
INDEX OF PRODUCTION AND : = 
TRADE (b).............. J (Continued from page 587) 
ane alae et tn 0 pe 88 84 
sableGeeds.......:....<+- 90 87 i ; 
et aaa June 19 75 83 “ Earnings after revised taxes for the average run 
a... _ 9% 94 = nce ——— should not be seriously 
AS gh ees: Pe hea ree une 88 a lower than under the present tax law. 
: Pee insta i F : . 
Miscellaneous Services. . .. rad = 92 = irs —— wed —— no noes 
euee y - ? —mostly among t 
WHOLESALE PRICES (h) July 88 g4_| Wat industiiesinroads may reach 33%. Gen 
Tienes ole 77.6 78.4 ; rally spea ing, it is fairly probable t 
sig error gy (n. is cb.) : 13.3 earnings resulting from ct poy acti pi: 
a 8 SEE aT « June 132 ee aa a 
ee June 131 110 | 0M the part of Army and Navy authorities i 
Shipments......... Re June sr 110 9% gi for the higher taxes; so that ial 
Rate 111 ines of business will ‘ 
ay mii (d) = <a oe reserves for taxes as we 8 ag hia, 
ee ee ee oe i i ~ by 
Me June 86.4 8 prosperity. Owing to a high rate of annual ir: 
+ ar penton ee June 81.7 oe 84.7 —_ on capital invested in war industries, wonschoni 
i. ner June 86.8 86.7 7171.9 ion, even over a short period of five years, will 
were enone sereteens J . 86.0 amount to only a small “hd 
Fuel and Light une 73.1 73.1 all percentage of gross income 
“nl ee ey June 84.2 84.1 by sei eam Soe SiO Ray Sen cree iapeteNs, 
Purchasing value of dollar....... — a 97.0 ea 
me 7 d toe ae 
NATIONAL INCOME (cm)i.... 1st6mos. $35 116.30 118.1 
ect os. 338 ~| 
CASH FARM INCO —| i $33,688 Earnin ; : 
= ’ | gs of 325 . P 
Farm Marketing. . wont | ; sas | second quarter, ihe Aen a 90 i = 
% PI ge ene } quarter, 
renga | me aah say | El 2 a 199 
tal, onths to... .. 0 : industri : 
“ve Received by Faseoie (ee).. reg 300 «(3,824 Cl... 3 339 _ ae Sore the ike parod let 
rices Paid by Farmers (ee) "a 95 95 ‘ and amounted to 10.9% wid i: 
ins LAL 3 7 One J 89 : .9% on aggregate capital 
woe ro Received to Prices vid +e 123 120 —— la ae Me a it hal 
en. Sales at wholesale during J 
seed July 6.1 uring June averaged 
FACTORY EMPLOYMENT () os ed | Se 
urable Goods... . . ~———~|__ retail pri ‘5% higher than a year ago, with 
dinesiiasahhe Rk. beibiatee ee June 97.5 96.5 84 6 i ak c. Chain store sales during 
FA so 101.8 101.5 + | Ga odes Ok last year, with variety 
CTORY PAYROLLS (f)..... Ju : Se | ee eee 
f..... ne 97.9 96.4 —— 0 g : 4%. Department store sales in 
RETAIL TRADE See - rience 10 ew York area during the week ended August 
Department Store Sales (f). . | Jul were 8.5% ahead of last year. 
Chain Store Sales (g)....... os pwd 89 1 86 
Variety Store Sales (g)......... | ped 119 119 $43 a ee 
“cei — ilataiata yell ae 126 119 
etail Prices (s) as of ee j 137.7 138.8 Havi 
ERS ie wie uly 1 99.9 . 131.7 aving passed the peak of wi 
: 99. : ; inter wheat ship- 
FOREIGN TRADE a : = 89.1 ments, and with automotive plants shut down ral 
EIGN Ti | ea TE _| retooling, carloadings during the past fortni 
rchandise Exportst....... lJ have failed to sh pest fortniant 
Caan f ...| June $350.5 : ow a normal seasonal rise, and th 
year's totalt to.. iy $325.3 $236.2 margin of increas ' e 
Merchandise Imports} oy ai — oene 1,416.0 7%. The House eae test yeor has narrowed (0 
: portsf.... 22... | Sa 416. . s 
Cumulative year's totalt to...... ri 30 1 ap 24:1:4 178.9 ference agreement rata xe a con- 
as ' ; i ; . : -Lea transporta- 
RAILROAD EARNINGS pe 301938 neess_1as_| ou il eng wate canon ender inition 
ee Operating Revenues*..... 1st 6 mos.$1,99 | th mano — peneinne. Railroad 
otal Operating Expenditures*. .{1st6 mos. 1, 35) re $1,804,127 al : orders placed during recent months 
ict... i1st6 mos. 1,497,536 2 pipers ong with others contemplated, should suffi to 
Net Rw O wee e eee e renee 1st 6 mos. 189.219 ork: Cote r 0,744 enable the industry he ’ L ice to 
y. Operating Income*.. ./1st 6 75s So 172,109 | meee est neem aS much during the 
Operating Ratio %. . . -..|Ist6mos. 242,367 —...... 165.693 | nd half as in the first half year. 
oe st6mos, 75.04. 71.64 | 
Nr \1st 6 mos. 2.21 oo k 
BUILDING Contr in ad en > 1.57 | * * * 
act Awards (k)! ea Anim 
F. H. A. Mort )) July $399 
. gages $325 $300 : 
Selected for Apprai | | Engineerin i 
p : g construct j 
ae for -soeneat eee | re 109.4 129.2 101.5 | rae vm 4 were 87% yr the > 
iat une 84.4 : period last ye : : f 4 
— hae 54.4 a. ms | Soe ie eens 
214 Cites}....... j 60.9 will set a twelve-year aan in asi = voter 
New Rene See | =~ 112:9 96.2 86.4 — construction, with the sonar —. | 
aa. | July 12.6 18.8 . industrial areas which benefi in 
“ ft SARA | July 124.7 | 16.3 | defense a a ae eee 
icuainz:stn.. | 115.0 102.8 | cn Mortgages selected for | 
cosnanploccsnd tasted | July 348.9 252.8 181.5 | g July were 60% above last year. | 
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Latest Previous Last 
; Date Month DAanth Vous PRESENT POSITION AND OUTLOOK 
7 STEEL 
O i Ingot Production in tons*....... July 5,595 5,533 3,565 Domestic retail sales of new automobiles dur- 
OOK , Pig Iron Production in tons*....| July 4,054 3,819 2,639 ing July were 30% above last year, reducing field 
—— =f — Shipments, U. S. Steel in tons*..| July 1,297 1,210 745 stocks by the month-end to a level 10% lower 

i are than a year earlicy ‘! 4 car stocks are about 

| AUTOMOBILES | ona fae with la: Motor car output has 

| Production | passed the low py -. us + | year, and henceforth 
acl PAGO OaleSiio ovals Osan cies | June 344,636 391,215 309,728 will climb rapidly as new 1741 models come off 
ie ‘ly Total 1st 6 Months. ........... | June 302,428,528 =... .-. 1,961,989 the assembly lines. Third ,uarter's production is 
meus Fy Registrations estimated at 620,000, wisi 1,250,000 for fourth 
1 some » Passenger Cars, U.S. (p)........ 1st 6 mos. $8149844 ..:2:. 1,409,102 quarter. 
rap Be leks USD) ni cies ele es ‘Wst6mos. 291,118 —...--- 248 826 Oe Ss 

ew = 
Gen. . 

f PAPER (Newsprint) Setting of Sept. 3 as the date when higher mini- 
| ae q Production, U. S. & Canada * (tons)..| July 415.3 400.1 302.6 ‘wan cies will go into ‘effect att 
celia | Shipments, U.S. & Canada* (tons)..| July 423.7 423.6 297.1 lated purchases to build up inventories of bitumi- 
ee i Mill Stocks, U. S. & Canada * (tons). | July 31 189.6 198.1 219.1 ous coal which, on July 1st, wer 53% heavier 

t 3 ti i uly was 
: . LIQUOR Witehy) 23% pf an ae Mn meg age en 
id ot §| Production, Gals.¥.............. June 8,187 11,504 5,774 probable in the near future, which will depress 
i a. }| Withdrawn, seal EES SSRs June 8,337 5,848 4,885 carloadings and indexes of general business activ- 
dbo: ee OES | SS, June 480,945 842,553 478,900 ity. Anthracite mines have stepped up to a three- 
- will I k. 
s, will | GENERAL alla a ae 
ot Paperboard, new orders (st). . June 437,874 517,221 383,371 
; emer vy la ‘ July 88.3 92.3 65.8 North American producers’ stocks of news= 
| eed quipment Orders ( y) Jul 3 4 print on Aug. 1 were 10% below last year, with 
| oe Sahay cen Se ane e ree 31 49 : July production the highest for any month on 
amar Se ea a ped “= ‘ _ Bs record. New orders booked for paperboard 
li es OS ee ee ee ee . | t ; 
in ee Cimatte Peoductiont............ June 17565 «169750 1eges | Oe ee es oes ee ee 
uarter | Same : against a 40% increase reported for May. Porte 
1939. | Bituminous Coal Production * (tons).| July 36,080 32,340 29,391 land cement shipments in June were 4% above 
; Portland Cement Shipments * (bb'Is).| June 13,216 13,241 12,715 ° Sisal 12 
Boy: Commercial Failures (c)........... July ATS 1,114 4,453 Tas nk, Re eenaORT cians me OS 
il and [nee a Seances ore ———— Sena as es 
. be WEEKLY INDICATORS 
pres- Latest Previous Year 
with Date Week Week Ago __PRESENT POSITION AND OUTLOOK 7 
wits | M. W. S. INDEX OF BUSINESS : 
lee || ACTIVITY 1923-25—100...... Aug.10 96.1 96.9 91.4 _Summer vacations and closing down of automo- 
ares 5 | bile assembly lines for retooling have caused a 
BS in ‘ELECTRIC POWER OUTPUT small dip in electric power output; yet the 
ugust margin of increase over last year was 11% in the 
LE. ol 3 ot ee ae Aug. 10 2,589 2,605 2333 S ccieiiihen ame Ja. neler ted 
aes ——| week ended Aug. 10. Largest gain was reporte 
aaa by the Rocky Mountain region, with an increase 

} [Garloadings, total. ...5.- 6655.00 Aug.10 726,976 718,430 665,197 of 19.4% over last year; followed by the Central 

| CTC Tea Eo ee ee ere Aug.10 41,386 41,357 40,103 Industrial area with a rise of 15.7%. Output in 

| (| CLR re SOO CRAY oe a ene Aug.10 125,897 122,752 117,947 New England, Middle Atlantic and Pacific Coast 
hip- HURORGEN PIOGUELS: (20-16 scias cere sis Aug.10 36,370 36,610 31,222 states shows only half the increase over last year 
J for Manufacturing & Miscellaneous... Aug.10 282,482 279,133 255,763 reported for the country as a whole; but gradual 
= ee a I cia nce bn 8 ox haa ees Aug. 1¢ 10 149, ‘635 150,286 153,117 widening of general industrial activity has at last 
e fe poss ee = reached West Central and Southern states, where 
d to STEEL PRICES the percentage increase in output is now slightly 
con- Pig Iron $ per ton (m)............ Aug. 13 22.61 22.61 20.61 above the national average. 
orta- Scrap $ per ton (m).............. Aug. 13 18.63 18.17 15.46 
tion Finished ¢ per Ib. (m)............ Aug. 13 2.261 2.261 2. 236 — Ss 
ae | STEEL OPERATIONS _ _ Though bookings continue to run somewhat 
ape) i I of Capacity week ended (m).... Aug. 15 89.5 91.0 62.5 ~~ eo = steel eee rate 
——— ——— — as slowed down a little since our last issue, owing 
the CAPITAL GOODS ACTIVITY to vacations and the necessity of relining furnaces. 
| (m) Week ended <0 !66 an sess ns Aug. 10 84.1 84.3 65.1 Deliveries for export are running currently at the 
—_ i a ia las ai f 15% to 20% of total shipments. Earnings 
‘PETROLEUM eo ; 
Average Daily Production bbls. * Aug. 10 3,475 3,494 3,550 ha coy caer 2 
Crude Runs to Stills Avge. bbls. * Aug. 10 3,435 3,510 3,472 sanilon at ” 
the Total Gasoline Stocks bbls.*...... Aug.10 88,115 89,492 76,066 P 
ike Fuel Oil Stocks, bbls.*........... Aug.10 78,991 76,972 87,277 + * * 
1% | Crude—Mid-Cont. $ per bbl...... Aug. 16 1.02 1.02 .82 Profits in the off indust Gil andi d 
40 | Crude—Pennsylvania $ per bbl....| Aug. 16 1.48 1.48 1.48 by Prien ee ee ee 
ed | — | Gasoline—Refinery $ per gal...... Aug. 16 .06 .06 .06 : 
i t—Millions. *—Thousands. (a)—Revised Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. ¥Y. 100%— 
oe estimated long term trend. (c)—Dun & Bradstreet. (cm)—Dept of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923— 
- | 100. (e)}—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News-Record. (f)}—1923-25— 
lf 100. (g)}—Chain Store Age 1929-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k)}—F. W. Dodge Corp. 
(m)—Iron Age. (n)—1926—100. (n. i. c. b.)—Nat. Ind. Conf. Bd. 1936—100. (p)—Polk estimates. (pc)—Per cent of capacity. (pl)— 
_| B | Preliminary. (r)—Revised. (Ry)—Railway Age. (s)—Fairchild Index, Dec., 1930—100. ‘GO —Short tons. 
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Trend of Commodities 


Weakness in the price of most commodities, while not 
pronounced, has been persistent over the post fortnight. 
Risking monotony, it is nevertheless necessary to ascribe this 
trend to the unmitigated doubts as to the fate of England 
and the multitude of consequences evoked by the possibility 
of an early cessation of the European war. Even the greatly 
accelerated pace at which orders for national defense are 
being hel tes failed to encourage industrialists to alter 
their inventory policies in favor more liberal forward buying. 


The fact that many commodities are now selling at or only 
slightly above the er a year ago, at the start of the war, 
may or may not serve to cushion the possible repercussion; 
of an early peace. The absence of reliable precedents, and 
the spectre of a vastly changed economic technique in the 
event of a Nazi victory, are factors which cannot but over. 
shadow the normal considerations of supply and demand, 
market technicalities, etc. Any departure from caution 
would seem to be attended by too great a risk. 
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1940 1940 
High L Aus. 1 > i e 
28 Basic Commodities... . . 124.9 105-6 405.6. a? Domestic Agricultural fans ni . oy oy 
Import Commodities... . . 132.9 105.6 105.6 105.8 Foodstulfs........... 120.0 100.5 100.5 102.7 
Domestic Commodities..... 118.7 105.5 105.6 105.9 Raw Industrial........ 128.4 107.0 109.4 108.2 
Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 
Cotton. The latest Government estimate 
by <span er pound, closing placed the crop for the current season at | 
aber . Aug. 17 9.22 9.30 8.792 11,429,000 bales. On this basis a total supply | 
D saline at eR eee Aug. 17 9.18 9.97 8.57 this year of 22,204,000 bales is indicated. Do- | 
Se hentiee cheers, Ie | Aug. 17 9.89 10.05 9.99 mestic consumption and exports last year totaled | 
(| bales 0060's) i.) we } 13,800,000 bales. Even if the latter figure is | 
en tion, U.S July 598 557 521 equalled this year the carry-over would still exceed 
Exports eo anil Be gn gica aah Aug. 16 12.4 0.05 50.0 8,400,000 bales. The terms of the Government | 
Total Exposts conen Aus. 1 ra * Aug. 16 35.6 cant 191 loan are little changed from last year. Rates will 
Government Crop Est............. Aug. 1 11,499... 11,817(ac) %e _ ona ga gst 
ive Spi SNARES 3 99,917 21,77 export p 
ee va wee : — _ tai acy : more than ample, the loan figures probably repre- 
WHEAT sent a virtual ceiling for prices. 
x * * 
Be es en Aug. 17 69/4 14 67 Wheat. The outstanding feature of the latest 
seeonel LENE Aus. 17 71 T41, 66% Government estimate was the remarkable improve- 
Exports bu. (000's) since July 1 to.) Aug.10 13,390 12,339 12,762 ment in the winter crop. Since last December 
Kavos ba: 0000 wh. and.......| Ang t0 1,551 930 3,018 each estimate has shown an increase, and the ~ 
Visible Supply bu. (000's) as of... Aug. 10 156,571 153,861 145,943 ee is — ae — oo. 
i Ps). FOOG23 ceo 754,971 ast year. e spring c ° 
ctu cciniane — : —— = =a . = Sesicpeeenes ~~ 000,000 bushels compared with the crop of 191,- 
CORN 540,000 bushels last year. Combined yields will 
Price cents per bu. Chi. closing be larger than last year and wi'l exceed domestic 
September MRT Kd NO Aug. 17 60% 61% 433 | consumption by 85,000,000 bushels. Carryover 
Dieteiioas.. <i. Aug. 17 545/g 56% 42Yo | will amount to an estimated 284,000,000 bushels. 
ene Sores aro : timated 28 
Exports bu. (000's) since July 1 to... Aug. 10 5,486 4,544 350 ; an 
Visible Supply bu. (000's) as of.... Aug.10 25,026 24,784 16,852 Corn. Latest Government “—-* nag 
Gov't Crop Est. bu. (000's) (final)... Aug. 1 2,248,246 .. sss. 2,619,137(ac), the smallest crop in thirty years. Supplies, how- 
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Latest Previous Year 
Date Wk. of Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 
COPPER ee te 
Price cents per Ib. Copper. The July copper statistics disclosed 
Dainese’... occ een eix: Aug.17 1034-11 11 10.50 an increase of 16,237 tons in refined stocks, while 
Export f. a. s. NY. Aug. 17 9.90 9.90 10.50 the net increase in all stocks was reduced to 4,765 

Refined Prod., Domestic*......... July 90,995 86,077 57,339 tons by a decrease 11,472 tons in blister stocks. 

Refined Del., Cieseadic*. Leeseeeee| July 71,226 61,716 59,681 July deliveries were up 9,603 tons, while produc- 

Refined Stocks, Domestic*........ July 31 215,823 199,586 316,543 tion of refined copper was 4,918 tons higher than 

Copper Sales, Domestic* Stee July 58,495 112,120 183,151 in June. Fabricators have recently been active 
eee sa SPREE E SS Ps Lae buyers and prices have displayed firmness. 

TIN ; * * . 

Price cents per Ib. N. Y. Aug. 17 51% 513% 48.85 Tin. Market has been generally dull in recent 

Tin Plate, price $ per box. Aug. 17 5.00 5.00 5.00 sessions. Sales of futures were reported at prices 

World Visible Supplyt as of. June 30 31,869 28,873 30,039 -~=— about 20 points above the Government buying 

U. S. Deliveriest..........20002. July 7,325 9,225 5,275 price of 50 cents. Spot prices showed weakness 

U.S. Visible ‘Supply t Aa oe July 31 6 567 5 300 5 339 near the close of last week, resulting in a marked 

pamela E ‘ is ss reduction in the gap between futures prices. 
LEAD aie . 

Price cents per og N.Y. Aug. 17 4.75 4.75 5.05 Lead. Increasing imports coupled with a re- 

bl, S. Production* wane 42 306 46,268 39.068 laxation of forward buying on the part of con- 

U. S. Shipments*.... . age 49 904 46,919 38.710 sumers resulted in two price cuts of $3 and $2. 

Stocks (tons) U. S., as of. June 30 55,343 62,955 129,636 ~—- With prices down to 4.75 cents, N. Y,, this is the 

woe = ; : = oes first time in a year that prices below the 5-cent 
ZINC level have been quoted. 

Price cents per Ib., St. Louis... Aug. 17 6.50 6.25 4.75 : ee 

U.S. Production*............... July 51,944 48,660 39,669 Zinc. Contrasting with copper and lead, zinc 

U. S. Shipments*................ July 57,661 53,935 43,128 prices last week were advanced 14 cent. Demand 

Sate Ui S., oraf*®.............. July 31 59,510 65,297 131,782 __ has rece tly been running in excess of supplies 
a See mE I AG ee oo eee : te and it re nains to be seen if this discrepancy is 
SILK | altered by the higher price level. 

Price $ per Ib. Japan xx crack... .. Aug. 17 2:53 2.56 2.67 : <i 

Mill Dels. U. S. (bales)......... July 25,621 17,307 26,134 Silk. During July the Japanese government 

Visible Stocks N. Y. ‘Galen as of. a? 31 40,356 41,822 25,748 purchased 18,000 bales of raw silk = the open 
be a peter oT sites : market, in accordance with the provisions of the 
RAYON (Yarn) Stabilization Act. Sigmificamtly the increase in 

| Price cents per Ib................ Aug. 17 53.0 53.0 5.10 domestic mill takings last month coincided with the 

Consumption’ (a)... .. 2.25.02... 05- July 32.7 31.4 32.9 lowest prices since June, 1939. 

Stoelsias Ghilay. «occ bates July 31 11.4 12.8 25.0 ’ ; 

a i me ee ore. Rayon. Shipments of rayon yarn in July were 
WOOL the largest for any month this year and total ship- 

Price cents per Ib. tops, N. Y...... Aug. 17 98 981% 86 ments for the first seven months were 12% ahead 

Consumption, period ending (a).. July 1 19,373 17,065 23,772 of last year. > ay 
HIDES oo _ . - Wool. Production of woolen textiles in June 

Price cents per Ib. No. 1 Packer. Aug. 17 10 10 11 gained over the previous month but ran behind 

Visible Stocks (000's) as of....... July 1 12,753 12,516 13,151 that for June, 1939. Prices of wool tops have 

No. of Mos. Supply as of om July 1 8.5 16 84 firmed in response to the placing of sizable Gov- 

Boot and Shoe Production, Prs. *. July 32,000(pl) 27,000 34,212 ermment orders. i 
RUBBER Hides. Substantial sales of Argentine hides 

Price cents per Ib................ Aug.17 19.62 19.57 16.75 recently have served to relieve the pressure on 

Imports, U. S.¢...........00. July 69.474 53.889 37 372 domestic prices. Prices, however, have shown 

Consumption, U.S.t............. July 47,011 46,506 44,975 __ only slight response and despite an indicated up- 

| Stocks U. S. as of... oc... July 31 190,299 168,235 165,450 turn in shoe production, tanners and manufac- 
| Tire Production (000’s). . June 5,127 5,415 4,956 turers adhere to cautious buying policies. 
‘ ‘ Uy * ” * 
Tire Shipments (000's). . June 6,719 5,720 5,849 : 
Tire Wwcentery (000" s) as é. June 30 8,985 10,576 8,632 Rubber. Crude rubber consumption by do- 
ae seen ; Seeks Sn ‘~~ s mestic manufacturers in July increased 1.1% over 
COCOA June. Imports gained nearly 29% over the previ- 
| Price cents per Ib. July........... Aug. 16 4.22 4.24 441 ous month and stocks were up 13.1%. Rubber 
| Arrivals (bags 000's)............. July 656.5 352.4 231.7 Reserve Corp., has entered the market and prices 
| Warehouse Stocks (bags 000's) Aug.16 1,168.7 1,147.1 1,386 have firmed up. ar AA” 

| COFFEE -_ 7 _ Cocoa. Although prices have moved up 
| Price cents per Ib. (c) Aug. 17 634-7 7 15g moderately from the lows of two weeks ago, mar- 

Imports, season to (bags 000 s). July 1 14,026 12,762 13,878 ket interest is dull. Quantities of cocoa afloat 

U. S. Visible Supply (bags 000's). Aug. 1 1,374 1,486 1,422 are believed to be large. Supplies are also large. 
SUGAR a ; Coffee. Prices hit a new low for the season 

Price cents per Ib. last week. Supplies are burdensome and con- 

ae Ree Aug.17 2.62 2.65 2.83 | sumer demand has been lagging. 
Refined (Immediate Shipment. Aug. 17 4.20-4.35 4.35 4.40 des 
| U.S. Deliveries (000's)*. . Gane 309228 ...... 2,899.2 Sugar. World futures sold at the lowest prices 
U. S. Stocks (000’s)* as of (rr). . June 30 1,033.3 2,247.2 928.7 _ since their introduction in 1937. 
| t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4N. Y. (pl). Preliminary. “Gn Raw and 
| refined. *—Thousands. 
heen ain aaron 
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| Latest Previous Year 
| Date Week Week Ago COMMENT 
INTEREST RATES 
| Time Money (60-90 days)....... | Aug. 17 14% 114% 114% Gold statistics released by the on 
| Prime Commercial Paper..........| Aug.17 19-34% Yy-74% oI Commerce for the week ended August 7, dis- 
| ISIN 5 icc cccc fives cans | Aug.17 1% 1% pil pi e — — a figure 
er | since the week of February 28. In the same 
f Bens caisson: iasdedceaeaadai wn iivinal 1% i =| period, however, stocks of — gold ye 
CREDIT (millions of $ clined nearly $103,000,000, largely as a result o 
| Bank Naam nhs |. ke Aug. 3. 2,673 2.533 2,548 which total gold holding increased $106,000,000, 
Cumulative year's total to.........! Aug. 3 85,176... 16,716 despite the low level of imports. What this fore- 
Bank Clearings, N. ¥............. | Aug. 3. 2,977 3.075 3,527 shadows is doubtless the release of earmarked 
Cumulative year's total to......... | Ame, 3 O3064 23... 96.425 gold, which has attained new high levels since the 
F. R. Member Banks ‘ outbreak of the war, on an increasingly larger 
Loans and Investments.......... | Aug. 7 24,101 23,978 92,974 | scale for the purpose of paying for heavy purchase 
Commercial, Agr., Ind. Loans...| Aug. 7 4,446 4,441 3,917 of war materials in the United States by Great 
Brokers LANs... 002 a's ccss bse Aug. 7 384 631 Britain. Pier cal 
invest.in 3S: 4Govis:.... 066.5: Aug. 7 9,436 9,415 8,530 " 
Invest. in Govt. Gtd. Securities... Aug. 7 2.569 2,418 2.959 The most recent statement of New York City 
Other Secusities............... Aus. 7 3,604 3,586 3,329 Member Banks revealed a net decline of 
Demand Deposits............. Aug. 7 20,712 20.984 17,551 $7,000,000 in loans and investments from the 
View Damodlis. ........css.s0s. Aus. 7 5335 5 320 5951 | record high level of $9,527,000,000 reached in 
New York City Member Banks . . week ended August 7. Loans to commercial 
tol lossuwtiond......... Aug. 14 9590 9,527 8 386 borrowers declined $5,000,000 in the latest week, 
Comm'l Ind. and Agr. Loans....| Aug. 14 1.703 1,708 1.471 while brokers’ loans were also down $5,000,000. 
Brokers Loons................. Aug. 14 ‘970 595 Investments showed a net increase of $5,000,000, 
—ie es hl. Der on 4.030 4,033 3.205 = —— of ~— bills down $1 — 
| Invest. in Gov't Gtd. Securities... 37 1,369 1,136 while holdings of Treasury notes increase 
Other Securities............... a ae nian 1,359 11 19 $6,000,000, Treasury bonds, $3,000,000, gov- 
Demand Deposits.............. Aug.14 9,620 9,634 7.875 ernment guaranteed issues, $5,000,000 and other 
| Time Deposits.................| Aug. 14 705 644 | securities, $3,000,000. 
| Federal Reserve Banks * * & 
ee a — Balance.. Aug.14 13,340 12,286 10,633 After three successive weekly declines aggre- 
oney in Circulation. ......... | Aug. 14 7,944 7,929 7,091 gating $550,000,000, excess reserves of all mem- 
Gold Stock................... | Aug.14 20,689 20,568 16,335 ber banks rose $60,000,000 in the latest week. 
Treasury Currency.............. Aug. 14 3,027 3,025 2,900 The decline had reflected in a large measure the 
Treasury Cash................. | Aug. 14 2,281 2,276 2,366 substantial increase in Treasury balances, but last 
| ERObs MRERIVES. 35 666.055 400556 Aug. 14 6,390 6,330 4,590 week the increase was not matched by any.decline 
| cx in these balances, but reflected the addition of 
= FINANCING (millions of $) | $121,000,000 to gold holdings. Currency in 
orporate. Fete e teen eee eeeeeees | July 270.6 111.6 230.4 circulation rose to a new high at a level just short 
| New Capital weet et eee sees ene July 45.0 49.7 of $8,000,000,000. 
| PMNMNIR coir Sc ck Pine eae | July 225.6 102.3 180.7 
THE MAGAZINE OF WALL ‘STREET COMMON STOCK INDEX | 
~ 1940 Indexes 1940 Indexes 
| No. of — — | 
Issues (1925 Close—100) High LowAug. 10 Aug. 17 | | (Nov. 14, 1936 Close—1 ™ High Low Aug. 10 Aug.17 | 
309 COMBINED AVERAGE 67.1 45.3. 50.3. 47.9 || 100 HIGH PRICED STOCKS. . 68.30 49.40 54.74 51.37 
| 100 LOW PRICED STOCKS..... 58.80 36.43 41.90 39.91 | 
= 
5 Agricultural Implements... . . 103.6 63.6 70.5 66.6 ZEN ELL Cl: (a. ao ae 94.9 63.8 77.8 74.3 
6 Amusements. . «-, 283 453 1656 15.8 4 Meat Packing.............. 70.0 41.9 43.7 41.9x 
| 15 Automobile Accessories. co. 9B 9:65.55 F774 70:8 13 Metals, non-Ferrous......... 158.4 106.7 114.4 109.6 
| 2 Aatomobiles.............. 12.0 a7 8.9 8.3 BETENIAO Tt erste ice ers 19.4 11.8 145 13.2 
12 Aviation (1927 Cl—100)... 235.5 151.8 167.0 151.8x OO PEHOIGUM: «2:65:26 0.0. oe os oss 86.7 63.1 66.0 64.4 
3 Baking (1926 Cl_—100)..... 12.3 7.9 9.4 8.8 18 Public Utilities............. 57.6 35.1 442 42.4 
3 Business Machines.......... 447.3 354 82.3 82.6 3 Radio (1927 Cl—100)..... 12.9 7.9 8.9 8.7 
CS seas aces 1944 420.5 135.1 127.9 9 Railroad Equipment......... 53:2 34.3 38:9 36.3 
RO MIONntICHON: «6 666.005. oss ce 33.6 19.4 229.6 91.4 PMCS 5 pe: oacccesc loess aee Bre 13.6 a3 8.5 8.0 
SAGOHRINGIS 53605 serie ds cowie 251.1 168.6 200.5 185.0 51) URE a Heh cede oT 1:2 1.4 1.6 
9D Goppaer @ Brass... 6.06.0 56:0 103.6 644 69.3 64.4x DIShipOuNGINg: ......6<< 6.0666 118.1 735 91.2 89.9 
2 Dairy Products.............. 33:6 °24:7° 26.3 25.4 MAbSteeMA MON. 6 65 vecss5 coe 85.9 59.6 66.7 62.6 
7 Department Stores.......... 209 13:8 41464 15:4 EMIT A ores ecocrie ele ernie es 32.7 ° ta (16 titAx 
6 Drugs & Toilet Articles...... 58.4 36.1 38.3 36.6 22ST er 180.2 135.4 151.7 149.0 
2 Finance Companies......... 272.1 164.3 185.5 180.8 3 Telephone & Telegraph...... 47.5 305 349 33.4 
Chg | ae 117.8 784 87:5 +639 GCOS cs otis ccctee Sieve 57.3 36.2 468 43.3 
BPODO HORS 66. .66is cine aunicicns 56.1 37.7 44.7 43.0 4 Tires & Rubber............. 15.3 8.4 9.1 8.8 
RMMMIBIUIE cabo itsnk esc 569 32:5 36:7 35.3 AUT Te DOS Oe ce aera 90.2 728 748 72.9 
3 Gold Mining.............. 968.7 551.4 591.3 567.0 PUES 10) ie 43:5 32:7 39.9 38.9 
6 Investment Trusts........... 245 15:55 16.1 15:6 4 Variety Stores... 3.50300 248.3 177.2 204.7 195.8 
3 Liquor (1932 Cl.—100)..... 164.2 109.1 129.3 125.6 20 Unclassified (1939 Close— 
D DARCHINGNY . «5.00: sone cans 116.2 81.0 95.8 87.4 =). eee Re ege e aenetes oe Se 103.9 67.3 72.8 69.9 
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The Personal Service Department of THe Macazine or WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





Western Union 


Since our national preparedness drive 
would seem to assure a continued high rate 
of industrial production and business activity, 
isn’t it reasonable to assume that Western 
Union’s better first-half showing will continue 
through the second half? I bought 100 shares 
of this stock on your advice in 1939 and 
profited. Do you think I should purchase 
some of this stock at current levels? Please 
have your analysts check prospects—also, ad- 
vise on possibility of merger with Postal 
Telegraph, Governmental regulation or rate 
revision —B. P. R., Gary, Ind. 


Western Union’s telegraph services 
account for about 80% of the land 
line business of this country. In 
addition, the concern also operates 
cables to Europe and the West 
Indies and furnishes financial quota- 
tions and news reporting services. 
The telegraph division is by far the 
most important, contributing about 
80% of total income. In the first 
half of 1940, earnings were equal to 
$1.45 per share on the common stock 
which compares very favorably with 
a deficit of 21 cents per share re- 
ported in the corresponding period 
the year before. Earnings vary from 
year to year with changes in general 
industrial and commercial activity 
and the company should benefit in- 
directly from any stimulus imparted 
to business as a result of the re- 
armament program. Accordingly, it 
is expected that earnings will con- 


tinue to show improvement over 
coming months. The _ Federal 
Communications Commission reg- 
ulates the company but there is no 
indication of any downward rate 
revision in the near future. The 
commission recommended a merger 
between the subject concern and 
Postal Telegraph, but this would 
require special legislation by Con- 
gress and nothing definite in this 
cirection has been initiated as yet. 
Finances continue to be satisfactory, 
but even though earnings are likely 
to improve over the intermediate 
term, dividend distributions on the 
common stock are not looked for 
because of maturities of bank loans 
and bonds within the next several 
months. Earnings growth over the 
longer term is somewhat beclouded 
by high operating and labor costs 
as well as inroads made by other 
methods of fast communication. 
However, over the near term profits 
should continue to make satisfactory 
comparisons with those of a year ago 
and we would ordinarily endorse 
short term commitments of mod- 





crate proportions, but we feel that 
purchases should be postponed tem- 
porarily until the more immediate 
outlook of the market as a whole 
has become clearer. 





Consolidated Aircraft 


What has happened to the $70,000,000 in 
Allied orders booked by Consolidated Air. 
craft? Has Britain taken them over and can 
delivery be effected? What about U. S. de- 
fense program orders? Have any actually 
heen placed with this company? The recent 
step to expand production to $5,000,000 a 
month should give Consolidated an edge in 
booking orders from our Government. How 
svon will expanded facilities be ready to 
handle larger production? What chance is 
there of realizing 33\4 price I paid for 100 
shares?—F. C. H., Narragansett, R. I. 

Consolidated Aircraft is an im- 
portant manufacturer of various 
types of military planes. Up until 
comparatively recently, the United 
States Navy was the principal cus- 
tomer but the company has more 
recently obtained Army orders as 
well as business from foreign gov- 
ernments. In the first half of the 
current year, sales were rather low 
since the concern was engaged in 
preparation for the manufacture of 
planes which are to be delivered 
commencing in August through 1941. 
Thus earnings so far in the current 
year have been retarded and 1940 
results may show only little im- 
provement over the $1.79 per share 
reported for 1939 but earnings over 
the course of the next two or three 
years should be at considerably im- 
proved levels. Backlog of the com- 
pany was recently stated to be nearly 
$97,000,000. The National Defense 
Advisory Commission recently stat- 
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ed that it had cleared contracts 
with this company for Army and 
Navy planes of more than $16,000,- 
000. Allied contracts have been 
taken over by the British and it is 
felt that shipments will continue at 
about the same or better levels than 
before the French defeat. Finances 
continue to be satisfactory, and 
working capital of $3,993,870 as of 
the 1939 year-end is believed to be 
adequate. Early distributions on 
the common stock are not looked for 
because of possible needs for work- 
ing capital. The capital structure of 
the company is simple, there being 
outstanding 23,820 shares of $3 non- 
cumulative preferred followed by 
576,160 shares of common. stock. 
The issue has speculative appeal 
over the longer term. 





American Gas & Electric Co. 


Has SEC decided on integration qualifi- 
cations of American Gas & Electric? In the 
event that an adverse decision is made and 
the company must liquidate its N. J. and 
Penna. properties, what will this step mean 
to earnings? Is there a possibility of ex- 
changing these properties for others within 
SEC requ:rements? Please give me your 
latest market forecast for the common shares 
of which I hold 130 shares purchased at 36°. 
How does present earning rate compare with 
last year?—Dr. 8. D. P., Hartford, Conn. 


Revenues of American Gas & 
Electric are derived almost entirely 
from the sale of electric power. The 
company operates in a highly indus- 
trialized territory, its principal prop- 
erties extending from Virginia to 
Lake Michgan. Consequently, earn- 
ings fluctuate in line with activity 
in the heavy industries and this com- 
pany appears to be in a better posi- 
tion to benefit from good industrial 
conditions over coming months than 
is the case with most utility holding 
companies. Earnings for the twelve 
months ended June 30, 1940, were 
cqual to $2.92 per share on the com- 
mon stock which compares quite 
favorably with profits of $2.45 per 
share in the preceding twelve 
months. The S E C has not as yet 
decided on whether this company 
meets integration requirements of 
the Public Utility Holding Company 
Act, but there is no indication that 
the concern’s Pennsylvania and New 
Jersey properties would have to be 
disposed of. However, if such be- 
‘omes necessary, exchange of prop- 
erties can doubtless be made with 
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other utility holding — systems. 
I inances continue to be very strong. 
Dividends on the issue are expected 
to be maintained at about the $1.85 
total disbursed in 1939. With in- 
dications pointing toward further 
improvement in earnings, the shares 
have a moderate degree of apprecia- 
tion possibilities as well as returning 
a reasonable yield and we recom- 
mend retention of commitments. 





North American Aviation 


Have North American Aviation’s earnings 
per common share recovered from the 15 
cents per share level recorded in the first 
quarter? I understand the company’s order 
backlog was recently doubled to about $65,- 
000,000 and that production is now on a two- 
sluft basis. .How are current earnings and 
profit margins running and how much U.S. 
Government business has been booked? What 
action would you advise on 150) stares at 


12'42—K. G. L., Chicago, Ill. 


Following a poor first quarter, 
carnings of North American Avia- 
tion for the second quarter improved 
over the corresponding period of last 
year but results for the first six 
inonths of 1940 were equal to 69 
cents per share as against 81 cents 
per share in the first half of the year 
before. The company now confines 
its activities entirely to the manu- 
facture of military aircraft, such as 
bombers, observation planes, basic 
combat and training craft. For 
some time past a good part of out- 
put has been taken by the United 
States Army, a smaller part by the 
United States Navy and for a year 
or more the concern has obtained 
considerable business from foreign 
governments, which is important to 
ihe company from an_ earnings 
standpoint since profit margins are 
wider. As of June 30, backlog of 
the company was announced at $83.- 
534,306 indicating a high level of 
activity for some time to come. 
Substantial government orders were 
at that time being negotiated but 
such orders were not included in 
these figures. Profit margins during 
the first half of the current year 
were somewhat helow those which 
prevailed for the full 1939 year, but 
it is expected that better compari- 
sons will be witnessed over coming 
months. Results for the full 1940 
vear are likely to show some im- 
provement over the $2.06 per share 
reported for 1939 in spite of more 
stringent profit limitations on U. S. 
Government business. —_ Finances 


continue to be quite sound, the bal- 
ance sheet as of the 1939 year-end 
disclosing current assets at $20,506, 
946 as compared with current lia- 
bilities of $12,765,582. Capitaliza- 
tion is simple, common stock out- 
standing in the amount of 3,435,033 
shares having the only claim on 
assets and earnings. Dividend dis- 
tributions have in the past been lib- 
eral in line with earnings and it is 
expected that total distributions for 
1940 will be at least equal to the 
$1.50 per share paid in 1939. Reten- 
tion, for the time being. Is recom- 
mended. 





International Harvester 


What has been the sales response to Inter- 
national Harvester’s $400 combine? Also, 
please adv.se whether producticn has already 
been started on the new refrigeration and 
cooler units, as well as tanks for the U. 8. 
Army. What defense orders are on hand? 
How do profit margins on these items com- 
pare with other Harvester machines? 1 owi 
80 shares of the common stock at 67's and 
would like to know whether there is an early 
prospect of a recovery to this level. Would 
appreciate latest report on income and sales; 
prospects for the rest of the year—G. de R., 
Washington, D. C. 


International Harvester does not 
publish interim earnings statements 
but it is expected that profits for the 
fiscal year to end in October of 1940 
will be in the neighborhood of $3.00 
per share, which would compare 
quite favorably with actual earnings 
of $1.71 per share in the preceding 
fiscal term. The company is the 
leading manufacturer of agricultural 
machinery and is one of the four 
largest truck producers. Operations 
are well integrated, the concern pro- 
ducing most of its own necessary 
raw materials. Domestic sales in 
the first half of the current fiscal 
year were some 30% above the cor- 
responding period of the year he- 
fore, although foreign sales had de- 
clined by about 10%. However, any 
decline in income from foreign 
sources over coming months should 
be offset by well maintained domes- 
tic sales since farm income is ex- 
pected to be at relatively good 
levels and industrial orders for trucks 
are likely to be well maintained 
in line with anticipated good con- 
ditions in the heavy industries. 
Some orders have been received for 
military purposes and more business 
of that nature is probable over com- 
ing months. Profits margins on 
orders for the United States Govern- 


THE MAGAZINE OF WALL STREET 











me 
on 
ne\ 
abl 
ing 
off 
fal 
col 
inl 
as. 
tin 
WO 
19: 
an 
na 
din 
we 
ha 
ap 
po 
yi 
re 


oe mse ff 


~ MC 5 


ie bal. 
ur-end 
),506,- 
it lia- 
taliza- 
© Out: 
35.033 
m on 
d dis- 
n lib- 
| it is 
is for 
0 the 
eten- 
‘com- 


Inter. 
Also, 
lready 
n and 
Cos 
hand? 
COM 
] Own 
s and 
early 
Vould 
sales: 


le R., 


not 
ents 
the 
1940 
3.00 
pare 
ings 
ling 
the 
ural 
‘our 
ions 
yr0- 
ary 
in 
scal 
‘or- 
be- 
de- 
ny 
ign 
uld 
es- 
CX- 
vod 
‘ks 
ed 
yn- 
es. 
for 
288 
m- 
on 
n- 


ET 





ment will, of course, not be as wide as 
on regular equipment, but should, 
nevertheless, aid earnings consider- 
ably. It is expected that the new cool- 
ing and refrigerating systems being 
offered by the company will be in 
fairly good demand. The new $405 
combine has only recently been put 
into production and sales figures are 
as yet not obtainable. Finances con- 
tinue to be characteristically strong. 
working capital as of the close of the 
1939 fiscal year-end being in the 
amount of $243,470,522. Mainte- 
nance of the present $1.60 annual 
dividend rate is looked for and extras 
would not be surprising. The shares 
have a relatively good degree of 
appeal for both their appreciation 
possibilities as well as the reasonable 
yield afforded and we recommend 
retention of vour holdings. 





Curtiss-Wright Corp. 


Despite first half earnings better than last 
year and supposedly good prospects for U.S. 
Government orders, Curtiss-Wright common 
stock continues to hover around its lows for 
the year. Is this lack of response due to war 
uncertainties, possibilities of profit limita- 
tions or taxes? What will doubled produc- 
tion in Clifton, No J., 
ings? Would appreciate your rating these 
shares marketwise; also please state present 
hacklog and profit margins. Am holding 300 
shares at 10%,—G. C. Y.. San Francisco, 


Calif. 


plant mean to earn- 


Yurtiss-Wright is one of the larg- 
est and most strongly entrenched of 
the aircraft manufacturers. The 
company manufactures practically 
every type of plane for military, 
naval and commercial purposes and 
is an important producer of engines 
which contribute about one half of 
the company’s total income. As of 
June 30. the backlog was something 
more than $248,000,000, assuring a 
high rate of activity for some time 
to come. Operations in the first 
half of the current year resulted in 
a profit of 68 cents per share on the 
common stock as compared with 30 
cents per share in the corresponding 
period of last year. It is expected 
that development costs will not be 
as great as in the past and earnings 
should continue to register further 
improvement in the future. Such 
improvement may, however, be re- 
stricted to a certain extent by recent 
legislation limiting profits on U. S. 
Government business, which ac- 
counts for about one half of total 
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A BILL of RIGHTS for our CUSTOMERS 


gap SE important sums of money are involved, the investment 
and brokerage business operates under specific rules and regu- 
lations. Definite methods of procedure have been established. Some 
were government sponsored. Many were instituted by the broker- 
age business itself. Others are the work of individual houses. All of 
these regulations establish definite rights for customers. 

It is the fundamental policy of Merrill Lynch, E. A. Pierce & Cassatt to 
emphasize and enforce our customers’ rights. We clearly define these 
rights and disseminate knowledge about them as widely as possible. 
We would like to tell you more about these rights in specific terms 
and have prepared an informative booklet entitled “A Declaration 
of Policy”, which we will mail to you promptly upon request. No 
obligation of any sort is involved. , 

We have offices in 38 cities, memberships in 27 exchanges, 12,000 
These facilities represent the mechanics by 


which we deliver efficient service. 
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MERRILL LYNCH, E. A. PIERCE & CASSAT1 
Brokers in Securities and Commodities 
Underwriters and Distributors of Investment Securities 
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sales of the company. The doubling 
of propeller output facilities with 
construction at the new plant at 
Clifton, N. J. will doubtless add to 
earnings over the longer term. 
Iynances contnue to be quite sound. 
Capitalization consists of 1,158,688 
shares of non-cumulative class “A” 
und 7,431,796 shares of common 
stock. Because of expansion needs, 
‘arly inauguration of dividends on 
the common stock does not appear 
probable. The aircraft industry as 
a whole will doubtless benefit con- 
siderably from the  re-armament 
program in spite of profits limita- 
tions and higher taxes. The com- 
mon stock has a measure of specu- 
lative appeal and at current levels 
temporary retention is indicated. 





Underwood Elliott Fisher 


Apparently despite war curtailment of the 
export and foreign markets for Underwood 
Liliott Fisher business equipment, the com- 
pany was able to show better first-half results 
than in 1939. However, the shares have 
sagged considerably under their 1940 high. 
Does this mean that the full impact of ad- 
verse influences has not yet been reflected in 
earnings and that second-half results may be 
poor? Is there a possibility that the com- 
pany may receive Government orders for 
munitions? Please appraise and recommend 
on 90 shares, purchased at 47—Dr. N. T. T., 
Tulsa, Okla. 


Although the war in Europe has 


brought certain problems for Under- 
wood Elliott) Fisher (since about 
35% of the company’s business is 
foreign) with improved profit: mar- 
gins and a higher level of domestic 
sales, the company was able to re- 
jort a relatively satisfactory half 
year and profits were equal to $1.46 
per share for the six months ending 
in June which compared with $1.17 
ver share in the corresponding period 
cf last vear. Typewriters are. of 
course, the most important item in 
the company’s line of office equip- 
ment, followed by accounting ma- 
chines, adding machines and sup- 
plies. It is expected that domestic 
sales will continue at good levels 
over coming months in line with 
generally improved business condi- 
tions and sales to other countries, 
mostly South American, are likely to 
be at better levels and may be of 
<ufficient proportion to offset sales 
lssses in Europe. However, foreign 
exchange fluctuations and _ restric- 
tions will continue to present a prob- 
lem. Accordingly, probabilities are 
that earnings will continue at about 
current levels and the issue may re- 
main rather colorless marketwise 
over the next few months. A strong 
financial position has been main- 
tamed, the balance sheet as of the 
1939 year-end, the latest available, 
disclosing current assets of $19,432.,- 
925 including cash of $6,080,302, as 
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against current liabilities of $1,667,- 
127. Common stock outstanding in 
the amount of 734,300 shares com- 
prises the sole capitalization of the 
company. It is expected that the 
current $2.00 annual dividend rate 
will be maintained. Considering the 
reasonable yield which is afforded at 
current prices and the optimistic 
view which can be taken of longer 
term potentialities, rentention of 
your commitment would be war- 
ranted. 


Superheater Co. 


Can you account for recent weakness in 
Superheater shares? This company serves the 
railroad and oil industries, as well as general 
nuanufacturing plants, and I understand its 
earnings have been better than the com- 
parable period last year. Further, the com- 
pany’s large outside investments yield a 
substantial income. Yet, the stock was re- 
cently selling at about half of its 1940 high of 
27%. What is the outlook for the company 
now? Is it a potential beneficiary of our de- 
fense program? Please inform me on sales 
cnd profit margins —Mrs. R. W. C., Atlanta, 
Ga. 


In common with the market in 
general, the shares of Superheater 
Co. have been rather colorless. How- 
ever, operations of the company are 
progressing at a very satisfactory 
rate and earnings for the first half 
of 1940 were equal to 56 cents per 
share as against 29 cents per share 
in the corresponding period last year. 
The company is the largest pro- 
ducer of such steam equipment as 
locomotive superheaters, feed water 
heaters, economizers and heating ex- 
changers. Subsidiaries produce sim- 
ilar equipment for general industrial 
and utility use, as well as refining 
equipment for oil and chemical in- 
dustries. The company is accord- 
ingly in a good position to benefit 
from higher levels of activity in 
those fields which is expected to be 
witnessed over coming months, 
though improvement in earnings 
may be somewhat delayed since con- 
siderable time is often required for 
fabrication of products. Income 
from its investment holdings will 
further aid earnings. With a good 
level of activity, profit margins 
should widen since operating costs 
are not expected to rise in propor- 
tion to business done. The company 
will doubtless participate at least 
indirectly in any stimulus imparted 
to the heavy industries by the re- 
armament program. It is expected 
that activities of Combustion En- 





gin 
lev 
suk 
m0 
Su 
sist 
the 
ve: 


we 
$7 

ap 
tio 
co) 
sol 
W 
go 
mi 
go 


an 


be 
til 
wl 


as 


be 
fr 
ge 
it 
lil 
lic 
pe 


of 


of 

















gineering Company will be at good 
levels over coming months and this 
subsidiary should contribute at least 
moderately to earnings this year. 
Superheater has maintained a con- 
sistently strong financial position, 
the balance sheet as of the 1939 
year-end, latest available, disclosing 
cash alone of $1,455,402 as being 
well in excess of current liabilities of 
$788,195, and the current ratio was 
approximately 10.8 to 1. Capitaliza- 
tion is simple, the 904,855 shares of 
common stock outstanding having 
sole claim on assets and earnings. 
With indications pointing toward a 
good level of earntngs over coming 
months, the shares have a relatively 
good degree of speculative appeal 
and retention at this time is advised. 





Must Industry Be 
Conscripted? 





(Continued from page 565) 


be checked before they tie up ten 
times as many men in the plants 
which depend upon their output. 

More spectacular though hardly 
as important to the net result are 
the attempts that will undoubtedly 
be made to wreck or delay industry 
from the inside. These are the dan- 
gerous points for industry, the news 
items certain of the front page and 
likely to implant distrust in the pub- 
lic mind if not fought with all its 
power by business itself. As a sample 
of what is to be feared, Thurman 
Arnold has given some of the outline 
of a grand jury investigation now 
going on, covering the foreign con- 
trol of patents and licensing agree- 
ments. In his opinion these particu- 
lar situations are not ones of mali- 
cious intent, but the supposition is 
that evidence will show their result 
to have been interference with de- 
fense speed. 

The practical effects of the system 
of voluntary priorities now going 
into force are not easy to summarize. 
Industry will learn first that a cer- 
tain amount of disruption of ordi- 
nary schedules is unavoidable. In 
many cases companies will make 
their sacrifices for the armament 
program through giving up more 
lucrative jobs in favor of the more 
necessary. And the distinction must 
be kept clear between the lines which 
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are on the giving and those on the 
receiving end of the preferential 
treatment system. While machine 
tool makers have been in the envi- 
able position of having customers 
compete for their products, they will 
now be among the most prominent 
manufacturers to have production 
plans mapped out for them on other 
than a strictly profit basis. Auto 
accessory companies will also find 
changes required in their output, 
while the auto makers who swing 
into tank or armored car production 
will benefit from the priority in ac- 
quiring tools to which their activit- 
ies will entitle them. 

None of the difficulties so far in 
sight are justification for a move to 
conscript industry. For all of them 
there are methods of treatment 
which get the same results without 
giving up the rights of private citi- 
zens and corporations. The bottle- 
necks and the unavoidable delays 
before mass production of arma- 
ments can begin will exist whether 
industry is left on the present basis 
or conscripted. The same time, 
either way, would be required for 
formulation of Army and Navy pro- 
curement plans, and specifications, 
for placing orders, for training skilled 
labor, for expanding or retooling of 
industrial plants. 

In financing the program there is 
no need for a levy on wealth or for 
forced loans. Surplus funds avail- 
able for investment in Government 
bonds exceed $25,000,000,000 and 


any conceivable issues for an indefi- 
nite time to come will be voluntarily 
oversubscribed. We are, of course, 
taking over a larger share of cur- 
rent income for armaments. As a 
matter of fact, this could be boosted 
by another $10,000,000,000 a year, 
much more than doubling probable 
1941 revenues from present and con- 
templated taxes, without immoderate 
disruption of our civilian economy 
and without applying anywhere 
near as large a percentage of our 
national income to armaments as 
England and Germany are doing. 
If we were to step up arms spending 
to the per capita level now prevail- 
ing in England it woud mean an an- 
nual military budget for the United 
States of $34,000.000,000. 

At least another full year will have 
to be devoted chiefly to steps pre- 
liminary to mass armament produc- 
tion. However, there is no doubt of 
American industry’s ability to han- 
dle the job; and the preliminary 
steps could not be materially short- 
ened by total conscription. If busi- 
ness will make its co-operation on 
the present basis sufficiently aggres- 
sive—rather than passive—if it will 
clamp down hard and now on pos- 
sibilities of interference through for- 
eign control of patents or of manage- 
ment, then conscription will never be 
necessary. 

The only way to hasten the end of 
this mad era of arms building is to 
do such a convincing job that no one 
will care to compete. The time is 


here to prove that American indus- 
try is capable of matching the efforts 
of Hitler and of the rest of the world 
thrown in. 





What War Orders Means to 
Allis-Chalmers 





(Continued from page 581) 


up to $95 thereafter until maturity. 
For a company subject to all the 
exaggerated ups and downs of the 
heaviest of heavy industries, A-C 
has its full share of funded debt. 
However, the latter cannot be con- 
sidered topheavy in view of the 
strong treasury position maintained 
and, more especially, the volume 
and trend of sales and earnings in 
recent years. 

In the gay days of 1929, the com- 
pany ran up a sales record of $45,- 

302,355, while net, in terms of pres- 
a capitalization, reached a_ peak 
of $2.44 per common share. Three 
years later, sales and earnings fig- 
ures told a woeful story for volume 
had slumped to $14,764,064 and 
Allis was in the red to the tune of 
$1.66 on the common. The story 
the figures told, however, was mis- 
leading for meanwhile the company 
was busy promoting its newly re- 
vivified tractor business, developing 
its farm implement line, planning its 
“All-Crop” harvester and acquir- 
ing the far-flung distributing system 





DIVIDENDS RECENTLY DECLARED 





Company Rate 


Abbott Laboratories Kee , Q 
Abbott Laboratories extra ; 7 

Acme Steel... 

Atlas Powder. . 

Beech-Nut Packing 

Beech Nut Packing extra 

Bohn Aluminum & Brass 

Bristol-Myers 


Case, J. 1. 7% Pfd 
Continental Steel 


Dome Mines 
Eastman Kodak 
Federal Mining & Smelting 


General Cigar 
General Motors 


Homestake Mining 


Int'l Harvester... 
Irving Air Chute. 


Kellogg (Spencer) & Sons 
Lily Tulip Cup 
Liquid Carbonic... 


Date 
Payablz 


9/30 
9/30 

1 
f 


Record 


Date Company 


Monarch Mach. Tool 
Murphy (G. C.) 


o 
_ 
~ 


Newberry (J. J.).. 
Ohio Oil 6% Pfd........ 


wre AwWOO CON 


Rustless lron & Steel. . 


St. Joseph Lead..... 
Socony-Vacuum Oil 
Sperry Corp....... 


o 


Texas Corp 


mo =m WU 
wre 


So 


Union Tank Car. . 


Vick Chemical 
Vick Chemical extra...... 


oo 


Western Auto Supply.... 


00D 00 ow 7D 0D D0 D0 ODO DODD BHO 


—=~wr 010 
_~ > 


Q—Quarterly. 


Peoples Gas Light & Coke. . 
Procter & Ganble 5% Pfd. 


Timken Roller Bearing... .. 


Underwood Elliott smn ee 


Record Date 
Date Payable 


8/23 9/3 
8/22 9/3 


60 9/16 10/1 
1.50 8/31 9/14 


50 : 9/21 10/15 
1.25 8/23 9/14 
15 8/23 9/3 
50 9/ 9/20 
25 9/16 
1.00 1 8/28 


50 f 9/3 
YL) 9/5 


50 j 9/30 
45 9/3 


50 / 9/3 
10 9/3 


.50 9/3 


All declarations on common stocks unless otherwise specified. 


M—Monthly. 


S—Semi-Annual. 
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of Advance-Rumely Corp. That 
sort of farsighted planning in the 
darkest days of depression requires 
2 high order of managerial courage 
and vision but it also pays off in 
cold cash. Thus, by 1937 sales had 
reached $87,353,616, nearly double 
the 29 total, and net had climbed 
to $4.41 per common share. The 
partial and belated renascence of 
the heavy industries in 1936-37 was 
responsible in no little degree, but 
the chief factor was A-C’s emergence 
as a foremost producer of tractors 
and farm equipment; whereas the 
tractor department contributed less 
than a quarter of sales in 1929, it 
accounted for 58% in 1937 and this 
year may contribute 60%. 

The 1938 depression, of course, 
cut into sales volume and even fur- 
ther into earnings, common share 
net dropping to $1.44. <A further 
sight contraction in volume oc- 
curred last year but better cost con- 
trol was reflected in an earnings rise 
to $2.09. For the first six months 
of 1940, after provision for new 
taxes, the company reported net of 
$1.47, up 53% from the correspond- 
ing period of the previous vear. 
Dividends are being paid at the rate 
of 25 cents quarterly but there is 
every prospect of a year-end extra 
that will lift the 1940 total above 
the $1.25 paid in 1939 and possibly 
above the $1.50 of 1938, though the 
$3.50 distribution of 1937 may not 
be reached again for some time. 

Not that there is anything wrong 
with sales prospects—at the end of 
June unfilled orders totaled $23.- 
618.518 against $17,261,752 a year 
earlier, and this backlog will un- 
doubtedly go higher before it goes 
lower. However, it takes time for 
an industrial pick-up to be fully re- 
flected in A-C’s operating results; 
it may be two years before a major 
industrial installation contracted for 
today is reflected in billings, ice.— 
Also, there is the matter of 
which Allis, like almost all 
other companies, will find a brake 
on earnings. The company’s profits 
are headed upward, no question 
about that—anything less than a 
50% increase in 1940 net will be dis- 
tinetly disappointing and it would 
not be surprising to see a 75% rise 
—but the heavy industry boom that 
seems to be getting under way is 
not like other booms as far as profits 
are concerned. Rather it is a war 


sales. 


taxes 
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boom and earnings will be subject 
to appropriate restrictions. —_In 
short, what war orders mean _ to 
Allis-Chalmers is business and 
plenty of it, but nothing more than 
a moderate windfall in the way of a 
net return for stockholders. 





Battle for World Trade 
Supremacy 





(Continued from page 562) 


impoverished countries of the Con- 
tinent, as well as Great Britain, 
would be forced by circumstances 
(lack of gold, etc.) to resort to 
barter and clearing agreements to a 
much greater degree than was the 
case prior to September 1939; (2) 
that the Continent of Europe would 
probably organize itself by stages 
into an economic unit in which in- 
ternal trade would be intensified, 
with Germany absorbing a_ larger 
share of available surpluses no mat- 
ter who won the war: (3) that eco- 
nomic ties of the British Empire 
countries would be further strength- 
ened; (4) that either an interna- 
tional pool would be created for such 
commodities as petroleum and rub- 
ber, which would make “commodity 
loans” to any needy nation, or that 
a group of colonies would be placed 
under international administration. 

What would all this mean to the 
United States exporter? Our sales 
of foodstuffs and raw materials to 
the British Empire countries and 
on the Continent would undoubtedly 
be reduced, and at the same time 
the competition in certain export 
lines (simpler manufactures) inten- 
sified. As against this possible loss 
of certain exports—which would 
necessitate readjustment in 
our internal economy—our trade 
with the British Empire and Latin 
America would be relatively open, 
on a triangular basis. That means 
that we would not have to barter at 
the expense of our traders and con- 
sumers, and that gradually, through 
a reduction of tariff barriers, restora- 
tion of more liberal terms, and in- 
ternational investments, we could 
rebuild our foreign trade. 

As the principal source of capital 
goods at present and undoubtedly 
for many years after the war, this 
country is and will be in an espe- 
cially favorable position to mold 
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MOTOR WHEEL 
CORPORATION 


Dividend Notice 


Lansing, Michigan 
July 30, 1940 


The Board of Directors today 
declared a quarterly dividend 
of forty cents (40c) per share 
on the common stock payable 
September 10, 1940, to stock- 
holders of record at the close 
of business August 16, 1940. 


Cc. C. CARLTON, 


Vice-President & Secretary 




















DIVIDEND 


ARMOUR AND COMPANY 
OF DELAWARE 


On July 26 a quarterly dividend of one and three- 
fourths per cent (1-% %) per share on the Pre- 
ferred Capital Stock of the above corporation was 
ieclared by the Board of Directors, payable Octo- 
ber 1, 1940, to stockholders of record on the 
books of the Company at the close of business 
September 10, 1940. 
E. L. LALUMIER, Secretary 





UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held 
August 8, 1940, declared a dividend for the third 
quarter of the year 1940, of 50c a share on the 
Common Stock of Underwood Elliott Fisher 
Company, payable September 30, 1940, to stock- 
holders of record at the close of business Septem 
ber 12, 1940. 
Transfer books will not be closed. 
C. S. DUNCAN, Treasurer. 


TEXAS GULF SULPHUR COMPANY 
The Board of Directors has declared a dividend 
of 50 cents per share on the Company’s capital 
stock, payable September 16, 1940, to stoeckhold- 
rs of record at the close of business August 
30, 1940. 

H. F. J. KNOBLOCH, Treasurer 











In the Next Issue... 


Look for Feature Analysis on 


GREAT NORTHERN 
RAILWAY COMPANY 


By Jesse J. Hipple 














Latin America into a complementary 
market by fostering its industriali- 
zation and by developing, as a part 
of the Western Hemisphere defense 
program, its natural resources for 
new supplies or substitutes which 
we have been buying elsewhere. 
Even a modest industrialization of 
Latin America would strengthen— 
through the building up of purchas- 
ing power—its middle class and tend 
to stabilize politics. 

In the three-year period 1936-38 
our imports from Latin America 
averaged $545,000,000 or about 22% 
of our total imports. Our trade 
with the entire Western Hemisphere 
amounted to about 38% of our im- 
ports. In the accompanying table 
the reader will find our imports from 
the Western Hemisphere classified 
into three groups according to the 
possibility in which the imports of 
them can be increased. 

In the first group are included 
those commodities for which Latin 
America or Canada are already our 
principal sources. An increase in 
importation of these products can 
come only through larger consump- 
tion in this country. 


In the second group are found the 
commodities of which Latin Ameri- 
can countries produce surpluses 
large enough to meet on short notice 
our full import demands. In this 
group are such “strategic materials,” 
as manganese ore, production of 
which could be greatly increased 
in Cuba and Brazil. Another com- 
modity, cocoa, if imported wholly 
from Latin America, would increase 
the price of the manufactured prod- 
uct greatly. 

The third group consists of prod- 
ucts which are at present exported 
from Western Hemisphere countries 
to our market only in_ small 
amounts, but which possess varying 
degrees of development possibilities. 
Among the most important are tin 
and rubber. About a third of our 
tin requirements could be supplied 
by Bolivia. 

A potential expansion of about 
$150,000,000 or 30% in our imports 
from Latin America would seem 
within the realm of _ probability 
($100,000,000 in the first and second 
group and $50,000,000 in the third) . 

To sum up: while we may not 
permanently hold all of our present 
trade volume, and while its charac- 
ter will change substantially after 
the war ends, we are not without 
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powerful weapons for economic de- 
fense and offense. 





Commercial Solvents 
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remainder, due this year, will be 
paid off after which time there is 
a strong possibility that dividends 
will be resumed. The 1939 balance 
sheet indicated total current assets 
of $13,865,180 or about 5.4 times 
larger than total current liabilities. 
Cash in bank, after the repayment of 
the $1,000,000 bank loan, was §$1,- 
080,639. Inventories, reflecting the 
write-downs of 1938 and subsequent 
sharply higher sales, were down more 
than $2,250,000 to $4,197,711 or less 
than three months’ sales at the 1939 
rate and about a two months’ re- 
serve at the current rate of sales. 

The prospects for this year’s earn- 
ings are enhanced by several devel- 
opments. The Thermatomic Carbon 
Co., manufacturer of carbon black 
from natural gas, because of its 65% 
stock ownership by Commercial 
Solvents, contributed $218,412 to 
the parent company’s income as div- 
idends. Conditions in the carbon 
black industry are good and it is 
probable that this year’s contribu- 
tion will be in excess of that of 1939. 
Commercial Solvents also made a 
change in its set-up through reduc- 
ing its holdings of Commercial Mo- 
lasses Corp. to 50.25% and instead 
of consolidating the often non- 
profitable operations of the corpora- 
tion in the Commercial Solvents’ in- 
come account, now carry the shares 
in the investment account. Dis- 
posal of its 50% interest in the 
Resinox Corp. removes another drag 
on company earnings from the scene. 
The disposal of this corporation re- 
sulted in the necessity of writing 
down but $22,207 after making al- 
lowances for original cost, subsequent 
advances and previously set up re- 
serves. 

In 1929 the common stock was 
split 10 for 1. There are now out- 
standing 2,636,878 shares of no par 
value. Because of its dependency 
upon the fortunes of general industry 
as well as weather conditions, the 
shares have not been a great specula- 
tive favorite for the past ten years 
because of the difficulty in anticipat- 
ing the near term prospects. As a 
result, despite reasonable good earn- 


ings and liberal dividends, stock 
prices have never since reached the 
high of 5714 made in 1933 or indeed, 
have they again equalled the high 
of 3634 reached in 1934. At current 
levels the shares are still about 15% 
above their year’s low of about 8 
although they are also well below 
the year’s high of slightly better than 
16. Certainly, recognition of the 
much improved prospects should en- 
title the shares to sell for higher 
prices, especially if sales and earn- 
ings continue to gain and the com- 
pany once more places the stock 
upon a dividend basis. In the mean- 
time it is most probable that gen- 
eral market conditions are more 
responsible for the lack of public in- 
terest in the shares. A passing of 
the current phase of the market will 
again send investors in search of low 
priced securities of the Commercial 
Solvents type as the means of partic- 
ipation in a broad cross section of 
heavy industrial activities. At that 
time, the shares will probably be 
somewhat higher. 
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Anti-trust policy is greatly confused 
by defense program. Arnold 
thought he had a working arrange- 
ment all fixed up to clear business 
agieements sponsored by Defense 
Commission, but when Commission 
stepped into his big oil company dis- 
integration suit he had to revise his 
policy and now probably will tread 
lightly in trying to bring about eco- 
nomic reforms of efficient situations 
not obviously in violation of law. 
Instead, anti-trust men are trying 
hard to fit into defense picture by 
ferreting out allegations of profiteer- 
ing, production bottlenecks. and for- 
eign connections. 


Wage-hour law gets its first chal- 
lenge of constitutionality in textile 
case filed with Supreme Court. 
which attacks procedure of raising 
wages above statutory minimum by 
order recommended by industry 
committee. In view of history of 
case and personnel of Supreme Court 
it is expected the act will be upheld. 
Act will have been in effect two 
years before Supreme Court gets 
test case on it, something of a rec- 
ord for New Deal reform legislation. 
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